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1. To establish, coordinate and admin- 
ister, as an integral part of management, 
an adequate plan for the control of opera- 
tions. Such a plan would provide, to the 
extent required in the business, profit plan- 
ning, programs for capital investing and 
for financing, sales forecasts, expense budg- 
ets and cost standards, together with the 
necessary procedures to effectuate the plan. 
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2. To compare performance with operat- 
ing plans and standards, and to report and 
interpret the results of operations to all 
levels of management and to the owners of 
the business. This function includes the 
formulation and administration of account- 
ing policy and the compilation of statisti- 
cal records and special reports as required. 
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concerning any phase of the operation of 
the business as it relates to the attainment 
of objectives and the effectiveness of pol- 
icies, organization structure and procedures. 
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4. To administer tax policies and pro- 
cedures. 
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5. To supervise or coordinate the prepa- 
t: ration of reports to governmental agencies. 






6. To assure fiscal protection for the as- 
sets of the business through adequate in- 
ternal control and proper insurance cover- 


g age. 


7. To continuously appraise economic 
and social forces, and government influ- 
ences, and interpret their effect upon the 
business. 
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DOMESTIC CENTRAL HEATING—FINANCIAL CONSIDERATIONS 


Editors, THE CONTROLLER: 

As many of your readers may know, 
much greater interest is now being taken 
by the people of Britain in domestic cen- 
tral heating. I have enclosed an article on 
this subject together with relevant figures 
used for plotting the graph lines. 

I feel that this contribution from a Brit- 
ish reader of your stimulating magazine 
might assist your other readers by giving 
them some thoughts from another con- 
tinent, as applied to this particular sub- 
ject. There are, of course, many ways in 
which these ideas could be applied to the 
individual problems of your readers and 
other people. It would be my hope that 
this article might also spark off some other 
trains of thought. 

I would be grateful to you if you could 
let me know whether this article is of any 
value to you. If you wish me to change it 
in any way to suit your publication, I 
would be only too glad to assist. 


ROBERT PEATY 
Fleet Hants, Kimbay 
England 


Diagnose Them. 


60 East 42nd Street 
New York 17, New York 


HERE’S HOW A PAPERWORK “AUDIT”’ 
CAN SAVE YOUR COMPANY MONEY... 


If you could release money currently tied up in your company’s often 
complicated, confusing, duplicated or, even, needless paperwork procedures, 
you could likely save thousands of dollars each year. Through a Knox 
Paperwork Survey, such substantial savings have actually been made in 
scores of companies during the past thirty years. 


For an almost petty-cash charge, the Knox Survey audits and reports 
on every form or paper requiring administrative action. This quickly gives 
you an objective analysis of your paperwork situation, with positive recom- 
mendations for permanent improvements, inevitably resulting in actual 
cash savings. Find out more about the cost-cutting effectiveness of the 
Knox Survey. Send for your free copy of Paperwork Problems—How To 


THE FRANK M. KNOX COMPANY, INC. 
MANAGEMENT CONSULTANTS 







We have thoroughly enjoyed the manu- 
script which accompanied your letter and 
want to compliment you for an extremely 
lucid, but concise, presentation. We are 
well aware of the fact that the reasoning 
which you have described could be applied 
to other situations and, in fact, we have 
carried many articles which prove just that 
point. 

Because central heating is not a problem 
in this country, we must regretfully come 
to the conclusion that we would not be 
justified in carrying this particular manu- 
script even though the principle of the 
analogy would still hold true. We do feel, 
however, that a manuscript such as yours 
would hold interest for the journal pub- 
lished by an organization such as the Amer- 
ican Gas Association and we suggest you 
send it to the editor at 420 Lexington Av- 
enue, New York. —The Editors 


CONTROLLERSHIP DOWN UNDER 


Editors, THE CONTROLLER: 

I would like to thank you very much 
for the excellent publications received 
from you today. These have given me a 
very clear picture of the controller's func- 















1405 East 6th Street 
Cleveland 14, Ohio 





























tion and I, at least, have learned a great 
deal through your kindness. I trust my 
audience I will address will learn some. 
thing also. Best wishes for the future of 
the Institute. 


ERNEST NIEMANN 
Hungerford, Spooner & Kirkhope 
Melbourne, Australia 


THE OMC CLERICAL DATA CHARTS 


Editors, THE CONTROLLER: 

In the July 1960 issue of THE Con. 
TROLLER, there is an interesting article by 
L. W. Sweval entitled ‘‘Clerical Work 
Measurement Keyed to Modern Equip. 
ment” in which he makes reference to 
published tables on “office manning con- 
trols’ which I would term office time 
studies. Can you tell me one or more pub- 
lications in which the tables to which you 
refer on page 321 are published ? 


LEILYN M. Cox 

Employers Mutual Liability Insurance 
Company of Wisconsin 

Wausau, Wisconsin 


We asked the author to answer Mr, 
Cox's inquiry and give us a copy of his 
letter so others who were interested in the 
OMC technique could have more related 
reading on the subject. Mr. Sweval wrote 
as follows: 


“The Office Manning Control clerical 
data charts described and in part illus- 
trated in the July issue of THE CoNTROL- 
LER have never been published in their 
entirety. We feel the OMC technique is 
only as good as the trained specialist ex- 
perienced in its application and installa- 
tion. Therefore, OMC is made available 
as a management tool only when we are 
assured it will be used properly. The pat- 
ented technique is an integrated part of 
our consulting service and is being used 
by management here and abroad.” 

If any readers of THE CONTROLLER 
are interested, we will send copies of the 
technical papers delivered before the 
American Management Association and 
the American Institute of Industrial En- 
gineers on the OMC technique. Reprints 
of the article which was published in 
Purchasing magazine entitled ‘How To 
Measure Office Work’”’ as well as the story 
from THE CONTROLLER will also be 
made available. 

L. O. SWEVAL 
Director Special Services 


Profit Counselors, Inc. 
New York 





A NEW APPROACH TO 


BUDGETING 
Write for Information 


McCORMICK & COMPANY 


Consulting Engineers 
Park Building Yonkers, N. Y- 
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Edward C. Schleh 


Stimulating Action 
Through Management Control 


How can I keep control of the operation? At some time 
or other this is the plaint of almost every executive. He feels 
removed. He wants to get control of the operation. He is 
disturbed about the possibility of deviations occurring down 
the line. He wants to keep his finger on things. He wants 
to be close to operations. At the same time he recognizes 
the need for decentralization and the need to capitalize on 
the abilities of people down the line and to give them lee- 
way. In order therefore to be close but not actually do 
everything he wants a record system to inform him. 


HIs is where the over-all accounting 
F sesteen fits in. The systems of state- 
ments and reports are generally aimed at 
informing the executive so that he can 
keep in touch with the operation. With 
double-entry bookkeeping and _ various 
cross checks and balances he can be as- 
sured, he feels, that things won't get out 
of line. To fortify this feeling a budget 
system is often developed all the way 
down the line. This appears to give him 
added assurance that he has control. 

The accumulation of accounting records 
has a necessary and valuable contribution 
to make in the development of statements, 
the recording for various governmental 
purposes, etc. From the point of view of 
management control, however, the very 
requirements of these purposes may tend 
toward an accounting philosophy that is 
not based on sound management insight 
as to what makes men work or create. It 
may not view an operation as a dynamic, 
ever-changing, striving enterprise of think- 
ing men. As a consequence, records may 
not be viewed as management tools that 
should be utilized throughout the opera- 
tion to aid and abet the creative initiative 
of the whole management team at every 


level of the enterprise and for every man- 
agement position (vice presidents, fore- 
men, salesmen, engineers, personnel di- 
rectors, etc. ). 

Historically, general theory and prac- 


tice have dictated that the purpose of 


record systems is to simply report devia- 
tions. This reporting can be helpful. This 
approach has disadvantages if, in addi- 
tion, the records are to be used as manage- 





EDWARD C. SCHLEH, president of Schleh Associates, Inc., 
management consultants, Minneapolis, Minn., spent eight 
years with the Minnesota Mining & Manufacturing Company, 
before entering the consulting field 13- years ago. He 
is author of many published articles on management and 
two books published by Prentice-Hall—“Successful Execu- 
tive Action” (1955) and “Executive Management of Person- 
nel: Getting Results From People” (1958). He recently won 
an international competition for the best paper on corporate 
management from the Australian Institute of Management. 





Realistic control makes 
true management people, 
businessmen, of every 
manager in the operation 


ment tools for stimulating maximum ac- 
complishment. It tends to point up errors 
instead of encouraging sound achievement 
and development. In many cases it may 
actually retard improvement. In the last 
analysis, therefore, true control may be 
lost. 

In addition to the traditional account- 
ing demands of the business, a controller 
may go much further by utilizing es- 
sentially the same records for operating 
a management control system. Because of 
his familiarity with the records, he is the 
logical person to do so and thus become 
the “right arm” of every management 
man throughout the operation. 


BASIC PHILOSOPHY 


Let's look at some of the basic philo- 
sophical differences between normal ac- 
counting practices and true management 
control. Traditionally, accounting has at- 
tempted to report past performance. Its 
basic purpose was to develop a report of 
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operations for a management group. On 
the other hand, a sound management con- 
trol system is aimed at stimulating action. 
Since the very purpose is different, the 
format of the reports, the way they are 
amassed and presented, is almost certain 
to be different. This is a fundamental dif- 
ference in philosophy that acts as a start- 
ing point for differences between account- 
ing and management control systems. 

Leading from this difficulty is the fact 
that accounting normally gives a “gen- 
eral” report on conditions—it is aimed at 
giving an over-all picture. This is so not- 
withstanding the detailed information 
often used to do this. On the other hand, 
a management control system should focus 
on deviations from objectives—objectives 
that have been set for each management 
man for a particular period.* It should 
point up deviations that require some at- 
tention in a particular period. It is not 
greatly concerned with presenting vo- 
luminous statistical data. For example, in 
one plant only eight figures were ordi- 
narily reported to the plant manager each 
month. 

In its reports, accounting needs are 
normally satisfied by reporting the figures. 
The accounting man takes justifiable pride 
in the number of reports, their size, the 
accuracy and the fine manner of presenta- 
tion. He naturally takes an attitude that 
it is up to someone else to interpret the 
figures. ‘The information is all there.” 
This imposes a real burden upon other 


* See Edward C. Schleh, “Management by 
Objective: Some Principles for Making It 
Work,” The Management Review, Vol. 48, 
No. 11 (November 1959) pp. 26-33. 




















members of the operation, particularly 
nonfigure-minded people such as sales 
managers. In addition, reports are fre- 
quently so long that the hard-working 
line executive just doesn’t have the time 
to ferret out any of the significant figures 
in the mass of detail that’s presented. A 
typical example was a budget report I 
observed that was issued for one division 
of a company. This one budget report 
alone had 65 solid pages of figures. 

In a management control system the 
objective is to stimulate action. It is basic, 
therefore, that the controller creatively 
interprets the figures. Who should know 
better the meaning of the figures than the 
man who amassed them ? Very often a sig- 
nificant item strikes him immediately be- 
cause of his familiarity with the figures. 
In a good management control system he 
should give the interpretation of these 
significant implications so that action is 
taken, rather than merely present the over- 
all reports themselves. Sometimes a one- 
sentence statement describing the implica- 
tion of a figure is more effective than a 
10-page report. This will often lead to a 
significant change in the manner of re- 
porting. 

One of the errors that accounting has 
naturally and repeatedly slipped into has 
been the inordinate focus on costs. It fre- 
quently results from top management's 
drive to control run-away costs. This may 
easily happen, for example, in a budget 
program. A typical line supervisor or 
manager often gets the feeling that if he 
fights for a higher budget and merely 
keeps within the budget, he has done the 
job. Note the implications: This does not 











“Maybe it IS more efficient, but 
is it in the true Christmas spirit?” 
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push creative work, new methods or im. 
provement. As a matter of fact, it tends 
to militate against them. For creative 
work requires gambles—gambles which 
may show up negatively in the cost fig. 
ures presented in the budgets or other 
accounting reports. Even a so-called flex. 
ible budget system frequently misses this 
point. In the eyes of the supervisor it 
takes so much explanation to get an OK 
of a change that he gives up. Frequently 
he wishes to experiment. Any explanation 
he makes at that time tends to sound weak. 

On the other side, 4 true management 
control system develops records on all ob- 
jectives. And this is the key! The creative 
management objectives may often be more 
important than cost objectives. After all, 
isn't the fundamental purpose of most po- 
sitions to create something rather than 
simply to control costs ? In addition, a true 
management control plan would focus on 
improvement. It would encourage records 
that report improvement in operation that 
may or may not show up immediately in 
cost reduction. This has pointed implica- 
tions in sales and research departments. 
For example, in sales, emphasis may be 
needed on new accounts or new product 
volume. Research may need a long-term 
new product return approach to be signifi- 
cant, 

By the very nature of accounting te- 
ports (and perhaps the natural inclination 
of the staff man) accounting reports go 
to the higher executives. Very frequently 
nothing at all is reported to the first line 
management. There is a tacit assumption 
that first line supervisors are really not 
part of management. The comment is also 
made that, “It’s too expensive to develop 
records on every small breakdown.” Ac- 
counting then develops to be a kind of 
super sleuth ferreting out errors and 
pointing them up to higher executives. It 
does little creatively to help the man down 
the line to appreciate his own operation. 
Traditionally this has not been its func- 
tion. A true management control plan, on 
the other hand, would report deviations 
to the management man himself, not to 
his superior. The man himself should first 
have a chance to correct the problem. Fre- 
quently this is the point where action 
should be taken. It is only when the devi- 
ation is beyond the authority of the man 
that it should ever be reported to his 
superior. Under normal conditions little 
would have to be reported to a top ex- 
ecutive. He would therefore be more free 
to work on broader problems. At the same 
time he would be assured that’a significant 
deviation would come to his attention so 
he would retain adequate control of his 
operation. This approach forces a de- 
centralization of authority and generally 
creates a much more satisfactory relation- 
ship between the control man and the 
line man in that the former is now 2 
helper rather than a finger-pointer. 
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Another basic problem is that account- 
ing reports tend to be standard year after 
ear. This follows the normal methodical 
thinking required in most accounting sys- 
tems. It seems to give order to the system. 
It, of course, has the decided advantage of 
facilitating a comparison from one period 
to another. This is an important need in 
many reports. Added value may be ob- 
tained, however, by making these reports 
more flexible. In a dynamic economy such 
as ours the objectives that should be set 
for management men up and down the 
line should probably change every year— 
needs change, organizations change, con- 
ditions change, emphasis changes. This 
should mean that the aes system for 
management control must c ange auto- 
matically in light of these changes in ob- 
jectives. In other words, a management 
control system must be flexible. Reports 
for one period may vary substantially from 
the reports that were issued the year be- 
fore. This flexibility is fundamental when 
you look at the over-all objective of man- 
agement control—that of stimulating men 
to action, constructive action, required in 
a particular period. 

Following sound accounting principles 
any expense is usually charged to only 
one department—it is usually considered 
inappropriate to even consider charging a 
cost item in total to more than one depart- 
ment. How could you have any balanced 
accounting system if you did this? From 
the standpoint of management control this 
traditional accounting thinking has grave 
weaknesses. It presupposes that every re- 
sponsibility is completely independent of 
every other one. In most cases this is not 
true in any normal operation. The theory 
of unique accountability just doesn’t hold. 

For example, take a typical staff func- 
tion and a line function that it serves. 
There are almost always overlaps between 
them, in terms of the results they wish to 
effect. (The staff man is usually set up to 
help the line man do some portion of his 
work better.) In pointing up deviations 
from objectives, a management control 
system may charge the same item to two 
or more people. This means that several 
people may be given full credit or full 
discredit for the same result. This is neces- 
sary to pound home a full sense of ac- 
countability for the total result. In addi- 
tion you have devised a setup that makes 
it to the full advantage of both to co- 
operate with each other. This is usually 
much more effective than frequent ex- 
hortations to “cooperate” and be a good 
company man. 

You may ask, How can you ever get 
this duplication out of your accounting 
system? In general, it can be done rather 
simply with wash-out accounts which can 
be set up to balance each other out for 
final statement purposes. From a sound 
control point of view it may be important 
that this double charging be done so that 








THE VALUE OF MANAGEMENT CONTROL 


Realistic control makes true management people, busi- 
nessmen, of every manager in the operation. 

It helps make the free enterprise spirit an actuality 
among all the management men in the firm. 

It stimulates all management to accomplishment, and in 
this regard it becomes a right arm of all management 


people. 


It is a friend of management, not a super sleuth looking 
through the keyhole to discover any possible aberration. 

It simplifies supervision by pointing up only significant 
deviations. In addition, it points up deviations, in the first 


instance, to the man concerned. 


It permits every manager or executive to effectively 
supervise more men. It permits an expansion of span of 


control at all levels. 


It increases the effectiveness of any supervisory structure 
and allows every manager to take a broader view of his 


operation. 


Because management control is current, it tends to get 
action more quickly. Long, drawn-out, costly deviations are 
more quickly nipped in the bud. 





you can maintain the stimulating effect of 
reporting deviations from objectives to 
the man concerned. 


PRINCIPLES TO MAKE 
MANAGEMENT CONTROLS WORK 
One of the difficulties encountered in 
using normal accounting reports to stimu- 
late management is that they tend to re- 
port all deviations indiscriminately. They 
frequently make no differentiation be- 
tween statistically random deviations and 
significant deviations (those with an un- 
derlying cause). From the point of view 
of accounting theory this may not be im- 
portant. However, look at this from an 
action point of view. A management con- 
trol system that should act as a stimulus 
to constructive action should focus only 
on significant deviations. There is no 
point at all in disturbing management 
people about random deviations. You 
can't cry “Wolf” all the time. There are 
normal fluctuations in any operation that 
tend to balance out over a period of time. 
Focusing attention on them tends to re- 
strict authority limits in that the man 
becomes worried about every small devia- 


tion. The process of focusing only on- 


significant deviations will strengthen man- 
agement-by-exception and will allow the 
management control system to contribute 
significantly to the broader development 
of the management people under control. 

From the point of view of action the 
most common weakness of accounting re- 


ports is that they are usually summaries 
after the fact. Basically they are static re- 
ports. They may be anywhere from two to 
eight weeks late—frequently far too late 
to take any constructive action. Above all, 
a management control system must be cur- 
rent! This is critical if your aim is to 
stimulate action in time. The reports 
should indicate a deviation at the first in- 
stance of significant deviation and should 
interpret in such a way that corrective ac- 
tion can be taken. In many cases this 
should be done for periods of two weeks, 
one week, or even daily. The determining 
factor is that reports should be issued be- 
fore the deviation is beyond the man’s 
authority. This imposes a major change in 
broadening accounting reports, as typi- 
cally developed, to management controls. 
The difficulty is that it appears almost im- 
possible to develop this currency without 
an inordinate amount of work. 

One of the major reasons why this ap- 
pears difficult is that because of the ac- 
curacy needed for financial reports there is 
a natural tendency to carry everything out 
to two decimal places. When you investi- 
gate some systems more deeply, however, 
you often find that the ten-place figure 
reported was the result of an overhead 
allocation multiple estimated to the sec- 
ond place anyway. It is difficult to under- 
stand how they could ever expect to get 
accuracy to ten places by multiplying a 
figure with only one-place accuracy. This 
is a major stumbling block, however, in 
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carrying over to a true management con- 
trol approach. 

Let’s go back to our fundamental ob- 
jective—that of getting constructive man- 
agement action. Most management deci- 
sions are not based on extreme accuracy. 
All that a manager wants to know is that 
there is a significant deviation. Frequently 
crude estimates will be adequate for this 
purpose (perhaps even 5 per cent or 10 
per cent in error). This changes the whole 
philosophy of record systems for control 
purposes. It permits a much easier amass- 
ing of figures. It makes a management 
control system possible where, at first 
blush, extreme accuracy normally required 
by accounting systems would appear to 
make this impossible. Because of this sup- 
posed accuracy requirement, many control- 
lers have felt that they couldn’t have a 
control system as we have described it un- 
less they have highly developed mechan- 
ized systems. Considering the crude esti- 
mates that may be permitted, there are 
many firms that would not need any kind 
of mechanization at all in order to main- 
tain a sound management control system. 

Because of their familiarity with fig- 
ures, accountants and controllers develop 
a superficial insight into every facet of 
the business. It is easy to succumb to the 
illusion that they alone understand the 
intricate workings of every part of the 
company. They, therefore, frequently try 
to point out the specific course of action 
that the line man should take, failing to 
realize that almost invariably they are not 
qualified to do this. They often have the 
ear of top management, however. This 
has the serious organization weakness that 
they are assuming authority by issuing 
orders but are not accountable for the con- 
sequences. This in many cases has resulted 
in a detraction rather than a help to sound 
management action because of the weight 
given a controller's management recom- 
mendations. In many cases a militant con- 
troller, sincere though he may have been, 
has done more basic harm than any other 
executive in the firm. 

True management control, on the other 
hand, will interpret the figures and point 
out the location and need for action. How- 
ever, the action itself is determined by the 
line man. In other words, the limitations 
of a control plan should be simply to 


point out the problem area. The decision 
as to what kind of action should be taken, 
if any, should always be that of the man 
under control. As soon as the control man 
starts pointing out what should be done, 
he usurps supervision and may easily lead 
the line people astray. Since he has the 
figures it is often difficult for the line 
man to argue with him. As a consequence, 
a supervisor often develops to be a non- 
aggressive man whose prime purpose is 
“to keep his nose clean.” 

Another difficulty with making typical 
accounting plans work as controls is that 
they frequently use averages of many 
items for various allocations. This seems 
to be the most practical way to allocate 
costs. It makes it easier to arrive at over- 
all figures (completely distributed). It is 
fundamental for a management control 
system, however, that these allocations be 
broken down realistically wherever pos- 
sible, even by estimates—records must 
reflect individual responsibilities. It is im- 
portant that the man under control have 
a major influence on the result that is re- 

orted to him. If much of the figure has 
si developed by general allocation, he 
does not feel that he personally can con- 
trol the result. An example might be a 
plant overhead allocation including sub- 
stantial depreciation, maintenance and en- 
gineering costs applied the same to a 
machining department as to an assembly 
department. Another example is using dol- 
lar volume as a basis for distributing such 
expenses as order handling, administrative, 
selling, or advertising expenses for two 
product lines that are sinltostiy different 
in size of order, number of items per 
order, type of customer, and geographical 
distribution of customers. From a control 
point of view the figures or interpreta- 
tions will have much less effect. You tend 
to get alibis and the shrugging off of re- 
sponsibility instead of responsible action. 


MANAGEMENT SETUP REQUIRED 
FOR GOOD MANAGEMENT CONTROL 


In fairness to accounting executives, 
however, we should point out that there 
are some basic management approaches 
that are needed in order to get maximum 
value from a management control system. 
The first and fundamental point is that 


ANYONE LISTENING? 


A recent study of communications within 100 firms 
concluded that vice presidents understand only 67% of 
what they hear from the board of directors and top man- 
agement. Just one out of five messages from the brass ‘‘gets 
through”’ to individual plant workers. 
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management should be operating by ob. © 
jectives (even though they be crude) al] 7 
the way down the line. Objectives should — 
be specific measurable results, not areas ~ 
of action or activities. It is very difficult 
to develop a good control system that re. © 
ports deviations back to the man when © 
no standard or objective has been set for 7 
him in the first place. I believe this is one 7 
reason why accounting has often failed to 7 
advance to sound management control, | 
The very management setups in the com- 7 
panies have made good control difficult. 7 
It is apparent, of course, that these ob- — 
jectives should be based on sound organi- 
zation definitions. In addition, objectives 
should be current. Unless management 7 
changes its objectives every year with © 
changes of conditions, significant devia- 7 
tions will not be meaningful to the man | 
operating on the job. j 
We should point out that the account- 7 
ants or controllers should not set objec- ~ 
tives as in effect they frequently do in © 
budget-setting by the very way they pre- 
sent data and top management thinking © 
to other management people. It is the job 7 
of the superior to set objectives and, in © 
addition, the limits of authority within © 
which the man makes decisions. It is fairly ~ 
obvious, of course, that this will not be © 
done soundly unless it starts at the top. 7 
At the end of the period the superior of | 
the man—not the controller—should hold 7 
him accountable for total accomplishment, 
The controller points out deviations to | 
the man during the period (within the © 
man’s authority) in order to help him | 
meet the objectives set by his superior. © 
This is fundamental if you want the con- | 
trol system to work as a real stimulus to 7 
the man and not interfere with basic 
supervision. 4 
In order to get men to take action there 7 
must be a realistic decentralization of © 
authority. (1 should point out further that 
authority here means freedom to make 
errors.) In other words, people down the | 
line must be allowed to make the normal 7 
decisions and normal errors that would be © 
required to accomplish the objectives set 7 
for them. If this is not the case, there is © 
little point in reporting deviations to © 
them. They are not in the position to step 7 
out and take action anyway. This, of course, © 
requires discipline on the part of other = 
executives above. They must allow people | 
down the line to take the action required — 
to correct the deviation reported by the ~ 
control system. What I am really saying is — 
that there must be a realistic recognition 7 
by top management of the management- ~ 
by-exception principle in application. 
Fundamentally, however, controllers © 
and accountants must be accountable on 4 
an entirely different basis from heretofore. 
They must be accountable by what we | 
would call the action principle. This ” 
(Continued on page 603) 
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For smooth-flowing, economical data 
processing, your punched cards must 
consistently meet the requirements 
imposed by your data processing ma- 
chines. Any sacrifice in their quality 
can cause mistakes, lost time and 
higher costs—all of which destroy the 
efficiency of your data processing. 


The IBM card is made to precise 
specifications based on over 40 years 
of research, testing and analysis of 
card performance and customer 
installations. Every step in its manu- 
facture is performed by skilled per- 
sonnel working with the proper tools. 
It must pass every known quality 
control test that has practical appli- 
cation in card production. The card 
stiffness test (illustrated at the left) 
is but one of a score of such tests 
performed daily in IBM Laboratories 
and on card production lines. This 
quality control program—without 
parallel in the industry — offers posi- 
tive assurance that the IBM card has 
the uniformity, durability and relia- 
bility you need. 


The IBM card is backed by un- 
matched DESIGN and SERVICE, 
too. Through IBM’s many Card 
Design Centers...its Sample Card 
Center ...its nationwide network of 
Card Plants and Warehouses... and 
through its Supplies Specialists and 
its Sales Representatives, who know 
both card and machine requirements 
... the purchaser of IBM cards en- 
joys prompt, expert and complete 
assistance with any of his card needs. 
This special backing makes the IBM 
card a value unsurpassed in the 
industry ... and represents one more 
example of the way IBM helps you to 
enjoy Balanced Data Processing. 
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Virgil F. Blank 


HERE are really just three principal 
} fa of systems activity which might be 
said to be typical of an EDP system: 


First—Determination of equipment 
needs—the feasibility study. 

Second—Design of the data system for 
electronic processing. 

Third—lInstallation of the equipment 
and conversion work. 


Additionally, there are some minor areas 
of activity in regard to organizational 
planning, personnel procurement, staff 
and management education, and engineer- 
ing problems relating to air conditioning, 
room lay-out, power requirements, etc. 

The feasibility study is probably the 
best example of a combination of tech- 
niques since it incorporates practically all 
the work scope of the installation. Actu- 
ally, it is the gathering of facts and the 
construction of a model for future guid- 
ance. It is preferable to look upon the 
feasibility study as one to determine 
whether or not a new system concept is 
feasible—rather than whether or not it is 
feasible to use electronic data-processing 
equipment. 

In order to be specific, one possible ap- 
proach to a feasibility study will be pre- 
sented—without necessarily recommend- 
ing the approach as the best. 


Installation Techniques 
for Electronic Systems 


There are three distinct stages to the 
feasibility study: (1) Fact-finding, (2) 
Analysis, and (3) Implementation. 

Since the first stage is fact-finding for 
a particular purpose, let us review just 
what is done. 

There are two general areas which 
must be studied—the clerical work which 
is primarily manual and the mechanized 
work, if any. This latter would usually be 
an existing punched-card system. 

The object of this study is to determine 
what data processing is being done and 
how much it costs to do it. However, this 
information is needed in considerable de- 
tail so the data must be gathered in a way 
so as to permit an analysis of these data 
by use of punched-card equipment. 


MANUAL CLERICAL COST SURVEY 


Each clerical employe is given a form 
on which he is requested to state his 
duties. Within each of the basic functions 
such as payroll, purchasing, inventory, 
and sales order processing, the employe 
states the particular portion of the process 
performed by him. Processes are best 
described by such terms as sorting, classi- 
fying, filing, and computing. He shows, 
further, the percentage of his time de- 
voted to each of these processes in a typi- 
cal period of time, such as a month. He 
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18m 


Putting in an integrated EDP system 
with the help of nearly all the typ. 
ical systems and procedures techniques 


indicates any forms worked upon and in 
what volumes. He also attaches samples of 
completed forms to the statement of 
duties. 

Once the statements of duties are com- 
pleted and assembled by departments they 
are ready for processing. Codes are es- 
tablished for each employe, department, 
basic function, and process, Each process 
should also be analyzed as to whether or 
not it could be subject to some form of 
mechanization and it should be coded 
accordingly. 

The annual salary cost for each em- 
ploye, including fringe benefits, should 

e obtained. These data along with state- 
ment of duty data are key punched on 
cards. 

Since we want to know the total cleri- 
cal cost of each function and the processes 
within these functions, this can be the first 
tabulation. The costs are shown by mech- 
anizable and nonmechanizable amounts. 
In this way the total cost of sales order 
processing may be determined even 
though it occurs in the sales, traffic, ship- 
ping, billing, and accounting departments. 

In order to know where the functions 
are within the formal organization, a sec- 
ond tabulation is made showing this in- 
formation. 

Where additional facts are needed 
about a certain phase of the work which 
seems particularly subject to mechaniza- 
tion, it is general practice to prepare flow 
charts for this segment. The two forms of 
flow charts which are most useful are the 
departmental chart showing processing 
steps and the document chart showing 
paperwork flow. 


MECHANIZED COST SURVEY 


It seems that in the great majority of 
feasibility studies there are already highly 
mechanized applications using punched- 
card equipment. This, then, would be our 
second area for analysis. Here we would 
have two objectives: First, to ascertain 
what portion of functions are mechanized 
and their related costs, and second, to de- 
termine the degree of machine utilization. 
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This latter information becomes useful in 
deciding the extent to which existing 
equipment can be retained or must be 
supplemented under the proposed EDP 
system. 

The technique for a mechanical cost 
survey is based upon use of standards— 
both for costs and processing efficiency. In 
developing the standard costs, each ma- 
chine type is considered a cost center. A 
standard cost per hour is developed 
for each center taking into consideration 
available working hours and percentages 
of standard utilization. The processing 
standards are based on machine speeds 
and are modified for the relative skill of 
the typical operator. 

A daily record of units processed on 
each machine compiled for one month 
provides the information necessary to 
complete the study. Codes are established 
for employe, operation, machine, report, 
and department. This permits the key 
punching of the daily record data and 
standard cost and processing data. 

The desired reports can now be pre- 
pared on tabulating equipment. These 
might show actual hours and costs and 
allowed hours and costs by machine, op- 
eration, report, and department. From 
these reports sufficient data are available 
to determine all necessary cost and utili- 
zation information. 

This concludes the fact-finding stage of 
the survey. 


ANALYZING THE FACTS 


The second stage of the survey is analy- 
sis. Where the fact-finding stage required 
technique, the analysis stage requires 
judgment. This is the point where all 
data are reviewed carefully. The objective 
at this stage is to select those functions 
which might be subject to integration 
with a corresponding reduction in dupli- 
cation of effort; or to select functions 
where problems exist because of present 
system limitations; or to select functions 
where mechanization can be substituted for 
intuition. Whatever objectives have been 
set by management, these must be 
weighed in considering and analyzing the 
collection of system facts. 

In analysis work the steps are methodi- 
cal. Each function is examined in its en- 
tirety. For example, sales order processing 
would be examined from the receipt of 
the customer’s order, through the ship- 
ping. order, invoice, inventory control, 
accounts receivable, and accounting. As- 
sociated costs would be identified with 
each of the processes of the function. 
Where an area of a function shows possi- 
bilities for mechanization, the cost of the 
clerical and punched-card processes within 
that area are considered in relation to the 
cost to mechanize that portion on EDP. 
Where some cost reduction or other ad- 
vantage indicates that a possibility exists 
for use of EDP, that application is se- 


lected for inclusion in the study. 

When all functions have been analyzed 
in this manner, they are gathered into a 
summary and a reasonable phasing sched- 
ule is generated for the entire project. If 
this analysis results in a practicable situa- 
tion for application to some type of EDP 
equipment, the study proceeds to the im- 
plementation stage. 


IMPLEMENTING THE SYSTEM 


This third, and final, stage of the study 
has as its objective the development and 
evaluation of a preliminary system design. 

The most satisfactory approach to this 
stage is to design simplified flow charts 
showing inputs and outputs to the system 
together with the volumes involved. These 
charts should provide for all the desired 
processing results and should give con- 
sideration to the file storage requirements 
necessary to accomplish each stage of the 





processing. From these charts tentative 
timing estimates are made for each of the 
selected sets of electronic equipment. 
Probably the most critical area of this 
study is the cost estimate made during this 
stage. In addition to the obvious costs for 
equipment rental and personnel there are 
other costs of a material amount which 
are often overlooked in the anxiety to 
come up with sizeable cost reductions. 
Some of these are such cost items as: 


Preliminary system study. 

Detailed system study. 

Training programmers. 

Programming each proposed applica- 
tion. 

Preparing physical facilities (partitions, 
floors, foundations, sound proofing, 
air conditioning, power require- 
ments, etc.). 

Training operators and technicians. 

Indoctrinating executives, supervisors, 
and workers affected by the computer 
installation. 

Providing spare units of equipment. 

Operating supplies such as magnetic 
tapes, tabulating cards, and multi- 
copy forms. 

Conversion of data before start of sys- 
tem. 


Setting up and test-checking the pro- 
gram. 

Parallel operation of two systems dur- 
ing changeover. 

Learning period under the new system. 


These, and many other costs, are often 
critical factors in the over-all considera- 
tion of the feasibility of a certain systems 
approach. Yet many of them are often 
omitted from the analysis. 


SUMMARIZING THE BENEFITS 


At this point in the study it is possible 
to summarize the estimated costs and 
make a comparison with the cost reduc- 
tions from elimination of clerical work. 
Although this is an interesting calcula- 
tion and will certainly be influential in 
the final decision, it should not be 
stressed as the only argument in favor of 
electronic data processing. As a matter of 
fact, if all potential costs are considered, 
it is quite likely that the electronic sys- 
tem will be somewhat more costly than 
the punched-card or other previous sys- 
tem. This should be true, especially, where 
a great many tasks are being assigned to 
the new system which were not performed 
at all under the old. 

A summarization or tabulation should 
be made of all of the anticipated benefits 
to management of the proposed system. 
Although the eventual effect in dollars of 
improved management control may be 
difficult to estimate, we must assume that 
management itself might prefer to evalu- 
ate the controls in relation to the capa- 
bilities of the respective individuals con- 
cerned. 


REPORTING THE FINDINGS | 


Upon the completion of a feasibility 
study it is necessary to communicate the 
results, conclusions, and recommendations 
of the study group to management. This 
should be in the form of a written report. 
Since this is probably one of the most 
difficult phases of systems work, we might 
mention some of the points which should 
be developed in the formal report. 

A good report on a feasibility study 
should begin with a recapitulation of the 
factual material which will be included 
within the report. The reason for the 
study, the scope of the investigation, and 
the recommendation should appear in the 
initial section. Following this summary 
section, the report should be set forth in 


- sufficient detail to permit a sound evalua- 


tion of the study by any qualified person. 

The first details should explain the 
areas of study and the results of this ex- 
amination. Weaknesses of present meth- 
ods should be stated together with pro- 
posed methods for accomplishing the 
work. Here it should be brought out why 
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electronic data-processing equipment is 
necessary. After each section of proposed 
applications has been covered the entire 
new system should be summarized. Where 
the proposed change is an extensive one, a 
step-by-step accomplishment might be rec- 
ommended. Included in this part of the 
report or referred to in an appendix 
should be a time schedule for the entire 
program of system installation. 

A summarization of costs should ap- 
pear next in the report. This should be in 
sufficient detail so as to show what items 
have been included. Also shown should 
be the areas in which the clerical cost off- 
sets might be expected. 

After setting forth these factual data, it 
would be advisable to include some mate- 
rial as to the expectations of the new sys- 
tem as to improved management control. 
Here the material summarized in the study 
could be expanded to fulfill the particular 
requirements of this job. 

The report should close with some 
statement of what action is now necessary 
from management if the suggested pro- 
gram is to be started. This section can 
usually be stated in a forceful manner by 
placing it in the style of an action pro- 
gram. This would show each of the re- 
quired management actions, when the ac- 
tion should take place, and who should 
take the action. 

The feasibility study has been explained 
in some detail because it incorporates al- 
most all the techniques of the systems 
man. Implied also in the ability to do this 
type of work is a knowledge of how elec- 











tronic equipment works. 

There are many other areas of elec- 
tronic data processing which require the 
special talents and techniques of the sys- 
tems man. During the design of the ma- 
chine system and its installation there are 
many situations which arise to challenge 
both ingenuity and patience. 


SELLING THE SYSTEM 


It will be found that in an integrated 
system design as much as 75 per cent of 
it may involve policy. This means that a 
high contribution of management time 
will be required. After the general block 
diagramming stage has been reached 
there will be a necessity for many meet- 
ings with the respective department heads 
for the purpose of selling the system. The 
highest level of diplomacy is needed in 
this phase because we are usually talking 
to the people who designed the system 
we are trying to replace. 

As the work progresses into the inter- 
mediate detail diagramming and _ final 
machine language programming there 
must be a constant effort to maintain a 
fresh approach. There is always a tempta- 
tion to follow present methods and forms. 
This should be resisted and counteracted 
by frequent staff meetings and discussion 
sessions so that the over-all objectives will 
not become obscured in the mass of de- 
tail. 


AN OPERATING PROCEDURES MANUAL 


It is well to control a system design 
through complete documentation. There 
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should be constructed a complete time 
schedule of accomplishment showing es. 
timated and actual time for each major 
subdivision of the work encompassed 
the project. There should be a program. 
mer’s handbook specifying the symbols, 
automatic programming commands, and 
programming conventions to be used b 
all personnel on the project. This con- 
stant demand for uniformity conserves 
many hours of personnel time as the de. 
sign work progresses through its various 
stages. 

As the new system design approaches 
completion all procedures under the new 
system should be developed and written 
into a form suitable for guidance of Op- 
eration personnel. This operating proce. 
dures manual should be loose-leaf in form 
so that system modifications can be te 
flected in it more easily. Concurrent with © 
procedure writing should be the forms — 
development activity. Forms design should 
be assigned to someone on the installation 
team who is adept at this technique so 
that it can avoid the pitfalls of inexperi- 7 
ence. All forms should be tested in a¥% 
draft form so as to be certain that they 7 
reflect the output formats programmed © 
into the new system. : 

The conversion from the present sys- 
tem to the electronic one will not “just 
happen.” This is a matter for careful 
planning and constitutes an extremely 
important phase of the installation. This 
is due, principally, to the magnitude of 
the change and the many persons in- 
volved. For this reason, the planning must 
be in the form of a written schedule. It 
should include, also, complete instruc- 
tions for each person involved in the 
changeover so that no portion of the task 
will be overlooked. All persons participat- 
ing in the conversion should be given an 
opportunity to review the entire plan at 
one or more group meetings with the 
system design team. 


TEAMWORK NEEDED 
THROUGHOUT THE OPERATION 


So you see that throughout the work of © 
installing an integrated electronic data 4 
processing system there are used prac: 
tically all the typical systems and proce- 


dures techniques. These are usually 
brought together in the form of the tal- 
ents of many persons welded into an in- 
stallation team. 

This team must retain its objectivity 
and its management-oriented attitude. It 
must become thoroughly acquainted with 
the mechanics involved in processing data 
on the new equipment which is being im- 
proved constantly. Additionally, this team 
must work so closely with management 
that management will feel that it is prac- 
tically part of the installation group. 

By including this type of thinking in 
your management or system work, your 
business enterprises should have an in- 
creased chance of being successful. 
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Getting Your Money’s Worth 
Out of Executive Performance Appraisals 


John O. Tomb 


O F ALL THE RESPONSIBILITIES assigned 
to management, the appraisal of ex- 
ecutive performance is one of the least 
developed and most poorly executed. De- 
spite the reams of literature on this subject 
in recent years, most companies simply 
have not learned how to do an objective, 
factual job of measuring the performance 
of each member of the management team. 
As a result, many companies are con- 
tinuing to put up with what amounts to 
unsatisfactory performance in key posi- 
tions. Other companies are not beginning 
to capitalize on the potential inherent in 
many of their managers. 

We can trace this waste of executive 
manpower to three primary causes: 


1. Failure to establish tangible yard- 
sticks for measuring performance 

2. Management resistance to executive 
appraisal 

3. Failure to take a sufficiently tough- 
minded attitude toward the appraisal of 
performance. 


LACK OF TANGIBLE YARDSTICKS 


The piecework approach to measuring 
and rewarding the performance of pro- 
duction workers has been used for cen- 





JOHN O. TOMB, a graduate of Williams College, is a 
director of McKinsey & Company, Inc., Chicago management 
consultants. Prior to joining McKinsey, he was secretary 
and treasurer of a multiplant manufacturing concern where 
his responsibilities included direction of all 
and controllership activities. During his consulting ca- 
reer he has worked with a number of major corporations 
on a variety of top-management problems involving fi- 
nancial analysis, costs and budgets, over-all organiza- 
tion, distribution, executive compensation, and mergers. 


Ineffective and inadequate appraisals of 
executive performance are the direct 

cause of one of the greatest economic 
wastes that American management incurs 


turies. A more sophisticated version of 
piecework—the standard hour system— 
has been in use for decades. More re- 
cently a similar approach has been applied 
to the measurement of clerical perform- 
ance. Yet it is surprising how few com- 
panies have addressed themselves seriously 
to the development of realistic, usable 
yardsticks for measuring executive per- 
formance, tangible measurements that re- 
flect what actually was accomplished. 

The literature on management appraisal, 
for example, is full of comments on meas- 
uring intangibles—such as attitude, coop- 
erativeness, initiative, and so on. But 
yardsticks such as these are subjective in 
nature. Even when care is exercised in 
their application, the result is no better 
than the judgment of the rater and, all 
too often, this judgment is influenced 
seriously by personal considerations— 
such as how well the rater likes or gets 
along with the individual being rated. 
Even the time of day or the day of the 
week can affect the rating. 

One of the newest—and best—books 
on the appraisal of executive performance 
presents a good illustration. While this 
book makes a bow in the direction of the 
tangible measurement of executive ac- 
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complishment, it devotes only a page or 
two to this aspect of the appraisal process, 
and then goes on for nearly 100 pages to 
consider such intangibles as (a) the ability 
to plan, (b) ability to make decisions, (c) 
ability to organize current operations, (d) 
ability to coordinate and check, (e) ability 
to delegate and assign, (f) ability to de. 
velop men, and so on. As if this were not 
a big enough dose of subjective judgment 
and appraisal, the author continues with 
a discussion of the importance of rating 
intelligence, analytical ability, judgment, 
initiative and resourcefulness, dependabil- 
ity, decisiveness, adaptability and flexibil- 
ity, emotional stability, and leadership. On 
top of all this he proposes that there 
should be a check-list rating of 

Accuracy 

Aggressiveness 

Creativity 

Dominance 

Imagination 

Industriousness 

Maturity 

Perseverance 

Tact 

Versatility. 

These intangible factors are important. 
Some of them can be helpful, especially 
in counselling an individual on how to 
improve his performance in the future. 
On the other hand, these intangible fac- 
tors have received entirely too much con- 
sideration in the general scheme of things 
in devising performance appraisal pro- 
grams. Furthermore, they are character- 
istics that are highly susceptible to wide 
swings in interpretation, depending on 
the individual who does the rating and 
his own personal set of values. Time and 
again in comparing notes with some of 
my associates who have rated a particular 
individual it has been found that they 
have come to almost diametrically oppo- 
site conclusions when the rating was ex- 
pressed in these intangible terms. 

Furthermore, there seems to be an in- 
creasing awareness that the characteristics 
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that often lead to a low rating on some of 
these intangible factors may, in fact, be 
the very traits that produce unusual suc- 
cess. Take these examples: 


The chairman of a very large corpora- 
tion is extremely poor at long-range plan- 
ning but he possesses an unusual knack 
for making some highly intuitive—and 
even impulsive—decisions that have led 
to extremely profitable results. 

The president of an automotive equip- 
ment company has absolutely no sense of 
how to organize a team and, in fact, op- 
erates a one-man show of the worst sort as 
far as concepts of organization structure, 
the definition of responsibilities, etc., are 
concerned. On the other hand, he possesses 
rather unique personal leadership and 
ptoduct-development skills which have 
generated outstanding profit results. 

One well-known top executive has a 
general reputation for an almost complete 
lack of emotional stability. On the other 
hand, he is a highly resourceful and intui- 
tive fellow and his company’s growth— 
both in terms of share of market and profit 
improvement—would put most of us to 
shame. 


We could elaborate at length on the 
problems that stem from excessive reli- 
ance on subjective yardsticks for measur- 
ing performance. Instead of doing this, 
Jet's move on to consider two more reasons 
why executive appraisal programs have 
tended to be much less acceptable than 
management thought they would be. 


RESISTANCE TO 
EXECUTIVE APPRAISAL 


In many companies resistance to ex- 
ecutive appraisals has cropped up at su- 
perior and subordinate levels. In ne this 
resistance stems from a dislike of criticiz- 
ing a subordinate. It also reflects a lack 
of the skill needed to handle the appraisal 
interview. More often, however, it seems 
to arise from the feeling that the appraisal 
ptocess isn’t worth the effort that goes 
into 1t. 

To quote one petroleum industry execu- 
tive, “We fill these blasted things out 
every year, then they go in some dusty 
file. When the big job opens up, top man- 
agement never even asks for them.” Or, 
to quote a chemical company vice presi- 
dent, ‘This is just another piece of paper 
that takes time to fill out but means noth- 
ing. Those personnel people just don’t 
have enough to keep them busy.” 


LACK OF 
TOUGH-MINDED ATTITUDE 


Even when tangible performance yard- 
sticks have been developed and executives 
accept the appraisal process as a useful 
management tool, many companies run 
into trouble because of an unwillingness 
to clearly distinguish between the per- 
formance of one executive and the nature 
of the job done by his associates. How 
often do we find that two or three or even 





four executives receive identical compen- 
sation! And yet almost anyone in the 
company could tell us that one executive 
was contributing a lot more—or a lot less 
—than the others. But management is 
afraid to face up to the choice involved 
in distinguishing among individuals. So 
it takes the easy way out and treats men 
who are quite unequal in performance as 
though they were all doing an equally 
good job. 

Then there is the practice followed in 
some companies that think they have an 
“incentive compensation” plan. The pur- 
pose of the plan, they say, is to encourage 
and then reward better performance. But 
what do we find? The practice of reward- 
ing performance often is a one-way street. 
Incentive payments only move up, they 
never move down. Yet all of us know 
that this is not the way in which the per- 
formance of many people actually moves. 
Some executives peak out a lot earlier 
than others. Some even begin to lose 
ground well before retirement age, in 
terms of comparative performance. And 
yet the companies continue to reward 
them as though they still were at their 
peak level of performance. 

Our discussion to this point suggests 
that the measurement of executive per- 
formance leaves a lot to be desired. W hat 
can we do about this situation? There are 
two major steps that can be taken and lay- 
ing the groundwork for these steps usually 
involves the controller's organization. 

In order to raise the evaluation of ex- 
ecutive performance to a level that will 
justify the time involved in the appraisal 
process and simultaneously will make the 
contribution to management development 











that is badly needed, these things must be 
done: 


1. Management must develop practical, 
realistic and tangible yardsticks for meas- 
uring executive performance. 

2. Management must learn how to ad- 
minister the results of this performance 
measurement in a way that truly rewards 
good performance and actually penalizes 
poor performance. 


Management needs to develop a basis 
for measuring executive performance in 
much more concrete terms. Furthermore, 
this can be done in a way that will intro- 
duce a more dynamic element into the 
way in which each executive approaches 
his task. 

If, as part of the annual planning proc- 
ess, each executive will set down specific 
steps that he intends to take during the 
year to help accomplish the over-all sales 
and profit goals that have been agreed 
on for the company, he will do two 
things: 


1. He will set down concrete action 
programs that will guide his own efforts 
during the coming year. 

2. He will establish tangible yardsticks 
against which his own performance can 
be measured. 


Let's assume that Mr. X is a purchasing 
executive. Let’s also assume that profit 
margins in his company have been nar- 
rowing and that corporate management 
has decided that something must be done 
to reverse the downward profit trend. If, 
as part of the annual planning process, 
Mr. X says that he is going to take the 





THE COMIROAIGR. .... «0.05... 


Teer DECEMBER 1960 





581 








following steps, he is—in effect—setting 
up some specific programs for himself 
and his people to follow duririg the year 
and, at the same time, laying down some 
yardsticks against which his performance 
can be measured. He might, for example, 
set down these objectives: 


1. Identify all components whose value, 
in terms of performance characteristics, is 
15 per cent or more in excess of the value 
provided in competitive products. 

2. Secure quotations from vendors for 
substitute components whose performance 
characteristics are in line with the per- 
formance characteristics of components 
used by competitors. 

3. Arrange with engineering and mar- 
keting for the substitution of the com- 
petitive components identified in the pre- 
ceding steps. 

4, Determine all items now purchased 
by the company’s several divisions which 
are not purchased on a national contract 
basis. 

5. Negotiate national contracts for these 
items. 


Or, to take another example, let’s con- 
sider Mr. Y who conceivably could be the 
financial executive of a large corporation. 
His action program for the year might in- 
clude the following steps: 


1. Negotiate with insurance carrier for 
the consolidation of all public liability 
policies carried by the company through- 
out the world and thus reduce premiums 
by 15 per cent. 

2. Review insurance coverage to deter- 
mine whether substitution of self-insur- 


ance would result in lower long-term cost 
to the company. 

In the marketing area it is much easier 
to set action programs of a specific nature. 
Here, the approach taken deals with such 
factors as additional products to be intro- 
duced, changes in the number of dealer 
outlets, changes in the size of the field 
sales force, modification in the nature and 
content of advertising and promotional 
effort, etc. 

The key point in the approach is that 
we push into the background the measure- 
ment of those highly abstract and often 
very debatable personality traits such as 
aggressiveness, maturity, or initiative. In 
their place we focus attention on doing 
the things that need to be accomplished 
if the company is to make progress toward 
both the short- and long-term objectives 
that operating and corporate management 
has agreed on. 

The beauty of this approach is that it 
involves just three elements: 


1. It establishes a specific basis for 
measuring performance. 

2. It creates a yardstick with which 
there can be less disagreement because at 
the time appraisals are made the planned 
action either has been taken or it hasn’t 
and there isn’t much room for dispute. 

3. In addition to providing a means 
for measuring performance, the first steps 
toward building an integrated approach 
to planning the operations of the com- 
pany are taken and then controlling per- 
formance against those plans is feasible. 


TOUGH-MINDED ADMINISTRATION 
It is obvious that the kind of approach 
suggested here requires more effort than 











“Boy, did | have a wonderful week end! 
Nothing but work, work, work!”’ 
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the traditional appraisal process. First of 
all, the yardsticks used in measuring ex. 
ecutive performance are tailored to each 
individual. Furthermore, they probably 
change from year to year. This means that 
both the individual being appraised and 
his superiors must put in a fair amount of 
time in developing each year’s yardsticks, 

If this is to be the case then, the ve 
least we can expect top management to do 
is to apply these yardsticks in a way that 
truly rewards good performance and also 
penalizes poor performance. There is no 
Jonger any room for the soft-hearted— 
and soft-headed—approach to equalizing 
things that really aren’t equal. 

Management must recognize that com- 
pensation must reflect results. A willing. 
ness to reward good performance can be- 
come a potent incentive for superior effort 
in the future. Likewise, the courage to re- 
duce an individual’s total compensation 
when he fails to deliver represents formal 
notification to the entire organization 
that the appraisal process is more than a 
device to boost management pay. 

In many instances it may be desirable 
to look at results over a two- or three-year 
period before making drastic changes up 
or down. But whether a single year or 
several years are used, payments must te- 
flect performance. 


SUMMARY 


To summarize our discussion, most ex- 
ecutive appraisal programs have been in- 
effective and wasteful; they have suffered 
from three major weaknesses: 


1. An excessive reliance on_ highly 
subjective yardsticks and a consequent 
lack of attention to the results actually 
achieved. 

2. A tendency to ignore the executive 
appraisal records when important person- 
nel moves are made. 

3. A general absence of tough-minded 
administration. 


Correcting these weaknesses is not easy 
but it can be done, Getting your money’s 
worth out of an executive appraisal sys- 
tem involves two key steps: 


1. Developing concrete action programs 
that serve as the basis for measuring indi- 
vidual performance. These are tailored to 
the job responsibilities of the individual. 
Furthermore, they reflect the current needs 
of the business and represent critical op- 
portunities for improvement. There should 
not be too many of them. They should be 
developed jointly by the individual and 
his superior. 

2. Tough-minded administration of the 
appraisal program. Once individuals learn 
that superior performance pays off—and 
that inferior performance brings a penalty 
—management begins to get its money's 
worth from the executive appraisal pro- 
gram. 
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of the most electric machines in business. You may be 


The new Royal Electric is one 
close to buying it. But before you make your decision, please do yourself, your secre- 


tary, and your company this service: see all the makes of electric typewriters. Check 
them for automation features, for touch, for printwork, for any other quality you 


wish. Only in this way can you really know the worth of the choice you will make. 


583 








PROFIT IMPROVEMENT! 
BUSINESS EDUCATION ! 
THE BUSINESS OUTLOOK" 
featured at the 29th Annual International Conference 


of Controllers Institute 


R EPEATING THE PERFORMANCE of 1949, 
when Controllers Institute met before 
in San Francisco, the 29th Annual Con- 
ference broke all previous records for at- 
tendance. Nearly 1,000 members and 
wives—the actual count was 972—were 
served at the annual banquet, and all the 
business sessions drew capacity audiences. 
From the welcoming remarks by the presi- 
dent of the host Control, Robert W. John- 
son, assistant comptroller, Standard Oil 
Company of California, to the wind-up 
luncheon three days later, presided over 
by Stanley B. Murray, general chairman 
of the Conference and vice president and 
controller, M. J. B. Company, a full and 
varied program sustained the interest of 
those audiences. The Fairmont Hotel 
served as Conference headquarters, but 
sessions were also held at the Mark Hop- 
kins Hotel. 


THE GOLD OUTFLOW 

The opening speaker, Roy Reierson, 
vice president and chief economist, Bank- 
ers Trust Company, New York, voiced 
concern over the mounting gold outflow 
from the United States, but expressed as- 
surance that the current national read- 
justment will end in 1961. “The slacken- 
ing in business activity,” he observed, “has 
some additional months to run and is 
likely to bring some further easing in 
employment and output. However, a de- 
cline of substantial proportions does not 
seem to be indicated. Based upon the 
evidence currently in view, the business 
sag is not expected to exceed in magni- 
tude the corrections of 1953-54 and 
1957-58, both of which were relatively 
moderate. 

“One by one, shortages arising out of 
the depression years and World War II 
have been overcome. Clear-cut signs are 
emerging of a weakening in underlying 
demand. The 1958-60 cyclical uptrend in 
capital spending has been decidedly mod- 
erate, Business inventory, too, has been 
noticeably affected. Corporate profits have 
been lagging behind national income for 
several years; happening at a time when 
productive facilities are not being fully 
utilized, this puts a damper on business 
investment. Steps must be taken to pro- 
vide both the means and the incentive 





for modernizing facilities and investing 
in those for producing new products, if 
business investment is to advance to the 
extent necessary to encourage growth.” 
American producers are trending more 
and more toward manufacturing abroad, 
the speaker noted, in order to meet stiffer 
competition in world markets. At the 
same time, our balance of international 
payments is running a large deficit; the 
gold outflow has increased, and the future 
of the dollar is being questioned at home 
and abroad. ‘Our monetary gold stock 
still amounts to about 45 per cent of the 
entire free world’s total monetary gold,” 
Mr. Reierson explained. ‘Notwithstand- 
ing these large resources, it is imperative 
that we face up to the present situation 
and take the necessary action to stop the 
erosion of confidence in the dollar. We 
must strive aggressively to reduce the 
size of the deficit in our balance of pay- 
ments, and we must pursue domestic eco- 
nomic policies and practices consistent 
with our balance-of-payments position. 
Increasing the dollar price of gold is not 
a solution; it would set off a chain of re- 
valuations of other currencies and leave 
the dollar’s relative position not much 
different from what it is at present.” 


THE PROBLEMS 
OF BUSINESS EDUCATION 


An entire general session devoted itself 
to the problems of business education, 
with appraisals and projections by Thomas 
H. Carroll, vice president, Ford Founda- 
tion; Richard Donham, dean of the School 
of Business, Northwestern University; 
and Hans C. Todt, comptroller, Bristol 
Laboratories Division, Bristol-Myers Co., 
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Syracuse. Mr. Carroll predicted a “‘sub- 
stantial movement” in the direction of less 
specialization in business education in the 
Sixties. ‘The tendency,” he said, “‘is to 
substitute a few basic courses dealing with 
broad areas of managerial decision for the 
multiplicity of specialized courses. Courses 
in administration, economic analysis and 
quantitative methods form the essentials 
of the new curriculum, Quantitative meth- 
ods, for example, subsumes separate 
courses in accounting, budgeting, fore- 
casting, Sep statistics, quality con- 
trol, recording and operations research. 

“It should be a truism that all under- 
graduate programs concern themselves 
with providing a liberal education. It is 
the conviction of my colleagues at the 
Ford Foundation and myself that this aim 
can be approached creatively either in a 
liberal arts college or a professional school 
of business. The objective of the master’s 
program should be rather to provide the 
fundamental knowledge that will be use- 
ful in more than one phase of business 
and for the continuous development of 
the individual over the years of his busi- 
ness career. The how-to-do-it approach is 
being abandoned. Instead, the emphasis 
is placed on providing training in the 
fundamental analytical tools that are es- 
sential to the solution of a wide variety 
of business problems.” 

This concept was endorsed by Dean 
Donham, who said, ‘Education for to- 
morrow must place emphasis on the de- 
velopment of students’ thought processes 
—because what we know now will prove 
to be false, obsolete or otherwise insuf- 
ficient. What is required is education in 
the liberal tradition, which has been de- 
fined as the fostering of a spirit of in- 
quiry, the cultivation of judgment and 
imagination; humane feeling; a high 
code of personal performance based upon 
an appreciation of human potentialities, 
and a capacity for continuing growth. 

“There are some generalizations con- 
cerning business education for the future 
on which most of us can agree: (1) It 
should be for the future, not for the now; 
(2) it should be broad and liberal at the 
base; (3) it should build a bridge be- 
tween the liberal studies, including mathe- 
matics and the sciences, and the action- 
oriented field of business; and (4) it 
should postpone a study in depth of any 
specialized field until postgraduate years. 
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The development of a specialist for a 
career in business should be undertaken 
mostly at the doctorate level.” 

Mr. Todt then outlined ways in which 
business companies can provide practical 
experience for faculty members teaching 
business courses. He suggested internships, 
involving full-time business practice, and 
consulting, which would enable business- 
men to avail themselves of the special 
skills of a faculty member and at the same 
time broaden the latter's business experi- 
ence. He also recommended participation 
in the fellowship program of the Ameri- 
can Accounting Association. 

“There is another way to improve the 
teaching of business subjects,” he added, 
“and that is by providing case material. 
This ties in closely with faculty intern- 
ship, because faculty members would ben- 
efit by accumulating useful teaching ma- 
terial. Whatever method is followed, let’s 
all realize that business has an obligation 
to support collegiate business education, 
for the simple reason that if the quality 
of business education is not appreciably 
improved in the future, business will be 
the loser.” 


PLANNED COST REDUCTION 


A presentation by Laurence A. Smith, 
Jr., partner in Booz, Allen & Hamilton, 
indicated how to improve profits quickly 
through planned cost reduction and con- 
trol. Mr. Smith detailed four places to 
look for cost reduction opportunities: (1) 
Where the heaviest costs are located; (2) 
where costs have been increasing most 
rapidly; (3) where costs are not making 
a direct contribution to profit yield; and 
(4) where it is obvious that loose per- 
formance has prevailed. One of the major 
problems, he pointed out, is that of get- 
ting support for the cost reduction pro- 
ram from company personnel. 

“Frequently they have been working 
with particular techniques or processes 





N THE NOVEMBER 12 issue of Business 
Week, a three-page feature article, en- 
titled “Controller Makes Bid for a Bigger 
Job,” gave gratifyingly prominent, de- 
tailed coverage to the personalities and 
issues of the 29th annual international 
conference held by CIA in October at San 
Francisco, Calif. 
The article first touched on “the widen- 
ing horizon of the controller,” as shown 
by some of the program topics of the 
conference, and then went on to explain 
the wide variety of titles that often dis- 
guise the real controllership function in 
particular organizations. A subhead, ‘No 
Glorified Accountant,” pointed up a fact 
fully covered in the text: The role of the 
true controller now goes far beyond mere 
bookkeeping. The article cited. sections of 








for a long time,’ Mr. Smith cautioned. 
“They accept these as their own and con- 
sider any change a personal loss of pres- 
tige. They must therefore be closely in- 
volved in changes made, or we lose their 
support. Also, people don’t want to do 
anything that is more difficult or is a 
change from their accustomed method. 
We overcome this with training, under- 
standing, courage and cooperation on the 
part of individual supervisors and man- 
agement people. Anything that can be 
done to keep employes advised and work- 
ing toward a common goal is to the best 
interest of the company and should be 
carried out. 

“Cost analysis is a dynamic and con- 
tinuing process. It requires constant analy- 
sis and revision to meet the varying cir- 
cumstances present in the company.” 


INTERNATIONAL PROBLEMS 


Concurrently with the profit improve- 
ment session, another was devoted to the 
impact of foreign political and economic 
development, moderated by John B. Shal- 
lenberger, consultant, International Com- 
mittee for Scientific Management. The 
panel members were John S. Ewing, as- 
sociate professor, international trade and 
marketing, Stanford University Graduate 
School of Business; John O. Tomb, direc- 
tor, McKinsey & Company, Inc., Chicago, 
and Frank L. Turner, Far East programs 
manager, Stanford Research Institute. 

Referring to the Common Market as an 
ingenious American invention of two cen- 
turies ago, the moderator pointed out that 
the huge free-trade area of the United 
States has been partially responsible for 
the development and growth of the world’s 
greatest industrial economy. ‘Now, two 
centuries later,’ he said, ‘‘the rest of the 
world is getting the idea. It seems evident 
that in our lifetime at least six huge cus- 
toms-free markets will have appeared on 
the globe, some of them larger in con- 


Business Week Reports on Conference of Controllers Institute 


the Institute’s own ‘‘Concept of Modern 
Controllership” to illustrate just how 
much the controller's role has grown in 
recent years. 

Business Week chose Institute mem- 
bers Wilson K. Minor (of Standard Oil 
Company of California), Gerald L. Phil- 
lippe (of General Electric Company), 
L. C. Guest, Jr. (of General Telephone 
& Electronics Corporation), Dudley E. 
Browne (of Lockheed Aircraft Corpora- 
tion), Roger A. Yoder (of Detroit Steel 
Corporation), and William R. Thomas 
(of Cutter Laboratories) to represent the 
range of controllership functions and 
titles in American business. It devoted 
considerable space to Mr. Minor’s organ- 





sumer population than our own. Mergers 
in common markets seem a certainty.” 

The rise of national aspirations is the 
“most besetting” of the international 
problems confronting American business, 
according to Mr. Ewing, and close behind 
it comes resentment of economic exploita- 
tion in the past—often complicated by 
differences in legal and social cial, 
and racial origin, as well as by different 
national traditions. But the common factor 
of change, visible everywhere, is the de- 
sire for more consumer goods. 

“This demand is growing in every 
country of the world, not excepting 
China,” the speaker declared. ‘‘As the de- 
velopment of the new countries proceeds, 
and incomes are raised, the market for 
consumer goods expands. Here American 
business has a real opportunity—to assist 
in the development which will make in- 
come levels go up and, perhaps even 
more important, to aid in the improve- 
ment of current methods of distribution, 
which will accomplish the same things as 
development. Any method which returns 
more to the consumer in the form of ad- 
ditional discretionary income stimulates 
expenditure on other things and conse- 
quently provides a stimulus to the over- 
all economy. 

“There is a danger that nationalism 
may lead to erection of tariff barriers. For 
the businessman who wants to avoid being 
frozen out, the only solution may be frag- 
mentization of operations, branch plants 
and branch distributing organization. This 
will present some policy considerations 
which ought to keep the experts busy for 
a long time to come.” 

Mr. Tomb suggested three guidelines 
for American companies considering over- 
seas activity. He spelled them out as fol- 
lows: 


1. Determine a basic strategy designed 
to put the company in a position to supply 
Ow- 


key markets of the world from the 





izational status and staff, as most clearly 
illustrative of the multitude of duties and 
responsibilities that the simple title “‘con- 
troller’’ often covers. 

In the windup to its reportage, the 
magazine referred to the PS of a re- 
cent CIA survey that “the extent to which 
opportunity [for the controller to be a 
constructive and influential force in the 
general management of business] is de- 
veloped depends largely on the individual 
control executive and his concept of his 
job.” It quoted the comment of James L. 
Peirce (of A. B. Dick Company) that 
“we must relinquish the charms of the 
accounting science and discipline our 
thinking toward the management science.” 
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est-cost and most profitable sources. In 
this way you can build a program for 
eventually operating on a global basis and 
avoid the potential danger of a frag- 
mented and opportunistic country-by- 
country approach. 

2. Recognize that there is no one best 
pattern for operating on a global basis. 
Conditions differ so greatly from one area 
to another that the approach must be 
tailored to local requirements. Also, the 
organization needed by a company that is 
primarily engaged in export trading will 
differ significantly from the organization 
required by a company with extensive 
manufacturing facilities abroad. 

3. Expose key personnel to interna- 
tional operations so that they begin to 
think in global terms and to relate actions 
in one market to the present or prospec- 
tive needs of other markets. 

If present trends in Japan continue, Mr. 
Turner informed the registrants, gross na- 
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tional product in that country will reach 
$70 billion by 1970, compared with Ger- 
many’s $71 billion and the United King- 
dom’s $76 billion in the same year. 
“Hand in hand with this growth,” he 
said, “‘are two major trends in trade. The 
first is the shift in composition of Japan’s 
export goods. The image of Japan as a 
supplier of celluloid toys, dishes, blouses 
and tuna has changed since World War II 
with the addition of cameras, plywood, 
transistors and some steel products. Others 
will be added in the near future, such as 
plastics, pharmaceuticals, steel furniture, 
watch movements and heavy electric 
equipment. 

“In the hope of assuring future outlets 
in the U.S. and world markets, Japan’s 
business leaders have systematically 
adopted quality control measures and ex- 
port product inspection systems. 

‘A second trend relates to the direction 
of trade. Japan has become the leading 
market, second only to Canada, for Amer- 
ican goods—principally raw materials, 
such as cotton, soy beans, corn and coking 
coal. Machine tools have also been a 
major item. Because Japan’s requirements 
for American goods now exceed $1 bil- 
lion annually, there is need for Japan to 
earn American dollars. Thus Japan is 
looking more to the United States and 
Canada as outlets for exports to earn its 
means of payment.” 

Japan has embarked on a policy of free 
trade and investment liberalization, Mr. 
Turner added, which means that country 
will buy more freely from the United 
States and will be more willing to commit 
itself to future repatriation of earnings 
and capital on the part of foreign inves- 
tors. In turn, he predicted, the economies 
of Japan and the United States are likely 
to become more closely integrated. 


MANAGEMENT PLANNING AND 
CONTROL 


The entire Wednesday morning session 
of the Conference was given over to a 
presentation by the Standard Oil Com- 
pany of California, covering various as- 
pects of its management planning and 
control. Wilson K. Minor, comptroller of 
the company, moderated the session; 
H. G. Vesper, president, Western opera- 
tions, spoke on “Management Planning 
and Control in Action’; F. W. Piersol, 
manager, department on organization, 
covered ‘‘Planning and Control: Wage 
and Salary Administration,” and H. W. 
Crandall, manager of the company’s Elec- 
tronic Computer Center, spoke on ‘‘Elec- 
tronic Computers for Operations Plan- 
ning and Control.” 

“The basic plan which coordinates our 
physical operations,’ Mr. Vesper ex- 
plained, “consists of a short-range plan, 
which is a detailed plan of activities for 
the coming year, and a long-range plan, 
somewhat less detailed and covering a span 
of five years hence. Our forecasts of fu- 





ture operations are consolidated in these 
plans, to give us a fairly comprehensive 
idea of what lies ahead. They enable us to 
see how the various parts of our operation 
fit together, and what conflicts and prob- 
lems are most likely to arise in the next 
five years. Thus forearmed, we can take 
necessary corrective measures before the 
problems are actually on top of us. 

“In addition to the operating plan, we 
give consideration to forecasts of the com- 
pany’s future income, operating expense, 
cash receipts and expenditures and other 
financial aspects of the business. These 
are of considerable assistance to us in 
highlighting problem areas. One of the 
principal assignments of our comptroller 
is to develop and analyze our financial 
forecasts, and his contribution to the 
over-all operations planning in this area is 
most important.” 

Illustrating the magnitude of its wage 
and salary administration problems, Mr, 
Piersol reported that over 35,000 domes- 
tic employes of Standard Oil Company of 
California receive an annual payroll of 
about $236 million. “One of the prime 
obje-tives in establishing control of these 
costs,” he said, “is to retain policy de- 
termination at the corporate level and to 
permit maximum flexibility by decentral- 
izing decision-making. This is accom- 
plished by defining the jobs, evaluating 
them into a pay structure, and administer- 
ing pay of employes within a constant 
framework of policy. Keeping the struc- 
ture and policy up to date is an important 
part of this. 

“Administration of salaries is on a 
merit basis. Management's problem te- 
garding pay of employes in this structure 
is the control of average salary levels at 
an appropriate point within the ranges. 
Salary levels are affected by promotional 
and merit salary increases granted to em- 
ployes in accordance with policy guides. 
These guides are directed toward equi- 
table treatment of employes throughout 
Standard’s world-wide operations. 

“Job evaluation and administration of 
salaries below $15,000 a year is delegated 
to the management of Standard’s operat- 
ing companies. This necessitates the use 
of statistical indicators, so that top man- 
agement can quickly determine the over- 
all content of merit programs without 
delving into salary proposals for indi- 
viduals, thus not interfering with operat- 
ing company management prerogatives. 
We have held average salaries within a 
few tenths of a per cent of their average 
control points for many years.” 

In contrast with many firms which 
commenced their computer operations on 
payrolls, dividend accounting, personnel 
records, and the like, Standard has given 
priority to planning and control of opera- 
tions through computer simulation meth- 
ods. Explaining the approach and describ- 
ing the results, Mr. Crandall said, “By 
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Consistently right! 








Why the RCA data processing skills that made history 
on election night are right for your business 


At 8:23 p.m. (E.S.T.) on election night, the RCA 501 
Electronic Data Processing System made its first 
prediction—with less than 5% of the popular vote 
tallied. From there on the RCA 501 was right—dead 
right—through the final count. 


This kind of consistency is no accident! 

The remarkable forecasting performance on election 
night can be accomplished only by a carefully planned 
combination of machines and highly skilled men. 
Advanced analytical techniques, developed by data 
processing experts, made it possible to design a set 
of equations which could evaluate all the factors 
affecting the outcome. 


These same advanced techniques can be 
applied to many business problems. For ex- 
ample: market forecasting. With less than 5% of 
total estimated sales reported, sales managers and 
merchandise controllers normally can accurately 
forecast annual sales of one or thousands of items. 





Thus, they can reduce possible losses involved in 
liquidation of overstocks, lost sales through ‘‘out-of- 
stocks,”’ and the high expenses of carrying unneces- 
sary inventories. 


Leading firms and a large number of governmental 
agencies are already utilizing the tremendous 
WorkPower of the RCA 501. For businesses which 
need only part-time computer service, RCA offers 
the facilities of Electronic Data Processing Centers 
located in important metropolitan areas. 


If you’d like to apply this kind of advanced data con- 
trol to your business, write: RCA ELECTRONIC 
DATA PROCESSING DIVISION, RADIO COR- 
PORATION OF AMERICA, CAMDEN 2, N. J. 


The Most Trusted Name 
in Electronics 


® RADIO CORPORATION OF AMERICA 





John A. Beckett 


Assistant Director 
Bureau of the Budget 
Washington, D. C. 


N A DEMOCRACY one of the characteris- 
| tics of government is the maintenance 
of public services which are responsive to 
local needs and choices. The further we 
remove the issues of government from the 
local scene, the greater is the tendency of 
government to lose its sensitivity to local 
needs. That is why we have state, county, 
township, and city governments in the 
United States. They employ nearly three 
times as many people as are employed by 
the Federal Government, and together 
have been spending between 40 and 50 
per cent as much in recent years as the 
Federal Government. As a matter of fact, 
if you exclude military and international 
expenditures, state and local governments 
spend more than the Federal Government 
does. Moreover; state and local govern- 
ments are growing in size, in complexity, 
and in consequence. The growth of great 
metropolitan centers in the United States 
has been one of the major characteristics 
of the post-war years, and it is continuing 
apace, with accompanying issues of social, 
financial, and other natures. 

So when we think of ‘‘government,” 
let us not forget that important as the 
Federal Government has become on the 
national scene in recent years, and im- 
portant as it may further become in the 
years ahead, it is not by any means our 
only instrument of national development 
and service to the ever-growing number 
of citizens in our country. 


THE LEVERAGE OF RECESSION 


You will remember that in late 1957 
and early 1958 this country suffered a 
business recession. That recession was 
short-lived, but it did affect many people 
and many businesses. 

You may be interested to know how 
that short-lived business recession affected 
federal finances. The Federal Govern- 
ment’s income from individual and cor- 
porate taxes fell off substantially, and at 
the same time some government expendi- 
tures were increased, in part, to produce 
a countereffect to reduced business activ- 
ity. The net result for the Federal Gov- 
ernment was a deficit of $12.4 billion in 
fiscal year 1959—the largest deficit in the 
peacetime history of the United States. 

The recession which caused that result 
was, I am sure we will all agree, regret- 





The Facts of Federal Fiscal Life 


table. It would be much nicer if it had 
not occurred. But let none of us infer that 
this was a sign of economic weakness. We 
have a strong and resilient economy; it 
has produced the highest standard of liv- 
ing, by far, of any economy in the world. 
In spite of all the fear talk of some who 
interpret an occasional recession as a 
symptom of grave weakness in our eco- 
nomic machinery, we have an active pro- 
ductive capacity, and an output second to 
none in the world. That we have—and 
will continue to have—good and poor 
years is no reflection on the basic strength 
of our economy. 





But the point is that the 1957-1958 re- 
cession produced a $12.4 billion deficit 
for the Federal Government in fiscal 
1959; as you can imagine, that was a 
large addition to the already substantial 
debt of the United States. 

The first fact which I want to empha- 
size, then, is that even a short economic 
recession can produce sobering fiscal con- 
sequences for the Federal Government. 


THE SIZE OF SURPLUSES 


The fiscal year 1960 showed a surplus 
substantially above that which had been 
expected earlier in the year. When the 
year ended last June 30, we were $1.2 
billion in the black. But as gratifying as 
that was, it was small indeed when com- 
pared with the 1959 deficit of $12.4 bil- 
lion. 

For the current fiscal year—1961—the 
administration gave to the Congress a 
proposed budget which would have pro- 
duced a surplus by July of 1961 of $4.2 
billion—the second highest on record. But 
the likelihood of achieving any such sur- 
plus has been sharply reduced by recent 
actions of the Congress and its failure 
to enact some of the President’s proposals 
and reduced expectancies for corporate 
tax revenues. We now expect a budget 
surplus of $1.1 billion. 
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Thoughts on the most important 
considerations affecting the 
future of federal finance 


Never in the history of our country 
have we had a surplus in one year which 
approached the size of the deficit induced 


‘by that single short-lived recession in 


1958. 

This is the second fact of federal fiscal 
life: The best of our surpluses in recent 
years do not begin to compensate for the 
revenue losses in times when economic 
activity recedes temporarily. 


DEBT AND ITS CARRYING COSTS 


Annual deficits and surpluses are one 
thing; the total debt of the Nation—and 
more particularly the cost of carrying it— 
is another. At present the United States 
Government owes about $288 billion to 
the holders of government securities, and 
the annual interest expense for carrying 
that debt is now around 11 per cent of the 
total budget receipts of the Federal Gov- 
ernment anticipated in fiscal 1961, or $9.0 
billion. 

Put it another way; out of every tax 
dollar you pay to the government—and 
personal income tax payments constitute 
54 per cent of all income budgeted for 
1961—11 cents go to meet annual interest 
costs on those government securities. 
When you remember that 77 per cent of 
the total individual income taxes re- 
ceived by the Federal Government arise 
from the income brackets under $5,000, 
you get an even clearer idea of the impact 
of interest costs on the individual tax- 
payer. 

We pay far more for interest than we 
do for agricultural price supports or vet- 
erans’ benefits. In fact, the only govern- 
ment program which costs more than in- 
terest on the public debt is major national 
security, for which we spent—last year— 
$45.6 billion. 

I think you will agree that this is a 
high cost to pay for interest. 

This is the third fact of federal fiscal 
life: The carrying cost of our Federal 
Government debt is around 11 per cent 
of our total income. 

These three—deficits, surpluses, and 
debt—describe some of the more apparent 
realities of federal fiscal life. 

But there are some other facts of fiscal 
life that are not so apparent. Let’s have a 
look at a few. 


“BUILT-IN” INCREASES 
OF GOVERNMENT SPENDING 


First, there are many programs which 
are today accepted as normal, necessary, 
inescapable programs of the Federal Gov- 
ernment and which are due to cost much 
more in the years ahead than they do now. 
With growing population, increasing ur- 
banization, and accompanying increases in 
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the complexity of social life, some present 

rograms will inevitably increase in cost. 
Such built-in increases in 1961 alone came 
to over $2 billion; for 1962, there are 
already built-in increases of over $1 bil- 
lion more. 

The Government is committed in the 
future for many other costs. For example: 
Merchant Marine subsidies and shi 
replacement just for currently subsidized 

ships will cost $4.3 billion. 

$5.4 billion dollars is already com- 
mitted for future federal contributions for 
ublic housing. 

Federal civil public works projects al- 
ready started will cost $7 billion after 
1961 to complete. 

It may cost as much as $30 billion or 
more to complete the interstate highway 
program. 

These and other obligations, along with 
huge unexpended balances in our defense 
program, amount to $100 billion of future 
commitments. 

There are others, too, for which we 
must pay in the future for obligations 
already incurred. For example: 

Accrued military retirement amounts to 
$38 billion and is not funded. 

Accrued civil service retirement amounts 
to about $28 billion above present fund 
balances. 

Veterans’ pensions, compensation, and 
other benefits amount to another $300 
billion. 

All these are obligations we have as- 
sumed for past services. 

Now if you take the $288 billion of 
national debt, add the $100 billion of 
commitments we have made for going 
programs, and about $370 billion for re- 
tirement, pension and benefit programs, 
you come to the astronomical total of over 
$750 billion—the size of our national 
mortgage on the future. 

This is not fancy, this is fact; a fact of 
federal fiscal life—albeit not a very 
widely recognized fact—with which it 
would serve more Americans to be fa- 
miliar. 


DEMAND FOR NEW PROGRAMS 


Added to the already built-in growth 
of federal expenditures and to the na- 
tional mortgage, there is an almost in- 
satiable demand for federal government 
activities. There are insistent demands for 
new or expanded programs in education, 
housing, reclamation, defense, medical 
care, research, space exploration; you 
name it, there are pressures for new pro- 
grams—without, of course, new taxes. 

There is really no way of measuring 
with any accuracy the total additional cost 
of satisfying all these demands, but I can 
assure you they run up to incredible fig- 
ures. If you have been sobered by this 
citing of billions up to this point you 
would be staggered by the magnitude of 
the costs which would be wished onto 





THESE ARE A FEW OF THE HARD FACTS 
OF FISCAL LIFE IN THE FEDERAL GOVERNMENT 


Deficits are easy to come by; 


Surpluses are hard to come by and they do not compen- 


sate for the deficits; 


Debt costs are higher than any other federal costs save 


those for defense; 


We are already committed to spend incredible sums in 


the future for past services; 


Higher levels of spending in the future are built into 


present programs; 


There are tremendous pressures to get the Federal Gov- 


ernment to do still more; and 


Of course, there is a widespread reluctance to face up to 
the problem of how to pay for all of it. 


These fiscal facts of life are now well recognized by 
most people who make it a point to study government 
affairs, and they are beginning to be recognized more and 
more broadly in the American electorate. Together they 
pose difficult issues and tough challenges. 


the Federal Government by those who 
look to it to supply all of what they con- 
ceive to be our national needs, and much 
more than the Federal Government is 
committed to at the present time. 

Obviously, so long as we are spending 
more than half of our Government's in- 
come on defense, and another 11 per cent 
on just carrying our debt, and so long as 
we are unable to generate big enough sur- 
pluses to compensate for our federal 
deficits, there are going to be difficulties 
in paying for the many things we have al- 
ready ‘‘ordered’’ and financing the many 
other things that people would like the 
Federal Government to provide—without 
going further in debt or raising present 
tax rates. 

In the face of all this, we now hear 
the rising cry that the “public sector” of 
our economy is being starved, that as a 
Nation we are spending more on luxuries 
and less on essentials than we should, and 
that because of this, the Federal Govern- 
ment should accelerate its spending. 

This syllogism exposes a remarkable 
lack of confidence in the free enterprise 
system and a substantial ignorance of the 
enormous growth of public services in the 
past decade, to say nothing of an obvious 
blindness to the existence and the role of 
state and local governments. It 7s a clear 
indication of the philosophy that Federal 
Government should assume the burdens 
of the people, and is in sharp contrast to 
Abraham Lincoln's timeless expression 
when he said the legitimate object of gov- 


ernment 1s “to do for the people whatever 
they need to have done, but cannot do at 
all, or cannot so well do, for themselves 

-in their separate and individual ca- 
pacities.”’ 

Nevertheless, the pressure for unneces- 
sary federal government spending per- 
sists. 


ECONOMIC GROWTH 


[t is at this point that the matter of the 
country’s rate of economic growth comes 
to the fore. For as the economy grows, tax 
revenues—at the same or even lower tax 
rates—increase. And that increase in fed- 
eral revenues could be used, if not for 
debt reduction then perhaps to absorb 
some of the additional costs of added 
public service. In simple kitchen arith- 
metic, the Federal Government could have 
more to spend on the needs of the Nation 
without adding further to its debt if its 
income were to increase as a simple func- 
tion of the increase in economic activity 
of the Nation—provided, of course, that 
the added income were more than enough 
to pay for the commitments that already 
exist as they fall due in the future. 

That's why we hear so much these days 
about economic growth. And that’s why 
there have been so many proposals re- 
cently for forcing the Nation’s rate of 
economic growth to levels which are sig- 
nificantly above the historical rate of 
about three per cent. 

Now there is every reason for all of us 
to have confidence in the continuing 
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growth of our Nation at historical or even 
higher rates. I submit to you, however, 
that we can no longer afford to continue 
the popular illusion that the Federal Gov- 
ernment is the cornucopia of modern 
times or that there are readily available 
magic formulas by the use of which we 
can have all the benefits and pay none of 
the costs of an artificially stimulated eco- 
nomic growth rate. 

All about us these days we hear pro- 
posals built on the assumption that money 
buys everything—more money will buy 
adequate defense, an ideal educational 
system, a solution to the problems of old 
age, of illness, and of juvenile delin- 
quency. Now we have the proposition 
that we can spend ourselves into economic 
growth. 

Schemes to insure “forced growth” of 
the country’s economy should be recog- 
nized for just what they are—fanciful 
alternatives to sound economic growth. 

To achieve acceleration in economic 
growth of the Nation, it is proposed, 
among other things, that the Federal Gov- 
ernment spend more—generally by more 
borrowing, of course, rather than by in- 
creasing taxes. 

I leave it to you, on the basis of the 
fiscal facts of life which I have mentioned 
up to this point, to consider what such 
added spending would do to the national 
debt, the annual cost of carrying it, and 
the fiscal integrity of our federal Govern- 
ment. Instead let me deal with less ob- 


vious, but no less important side-effects 
which could very easily be induced by 
such “forced feeding” of our economy. 

If such additional spending occurs at 
times when the economy is operating at 
substantially less than its capacity, the 
effect of that spending is to reduce un- 
employment. But if such additional sSpend- 
ing occurs at times of close-to-capacity 
operation in order to accelerate the eco- 
nomic vate of activity, then there is little 
unemployment to reduce and the most 
likely effect is higher prices and inflation- 
ary pressures. It is at these latter times 
that the economic growth faddists expect 
increased government Spending to con- 
tribute substantially to an even higher 
growth rate for the economy! 

Actually this is an open invitation to 
inflation. If we follow the course of 
forced feeding of our economy when 
times are good we will surely buy the by- 
products that come with it. As surely as 
inflation follows forced feeding, price 
controls follow inflation. And price con- 
trols are the forerunners of other govern- 
ment restrictions on the freedom of in- 
dividual choice. 

The prospective cost is loss of freedom 
for the individual. And this, I submit, 
is too precious a freedom to gamble on 
losing. 

Let us remember that the people of this 
country have never been exposed to the 
evil of galloping inflation, and we have 
known governmental control only to a 








TO ALL TAXPAYERS 


Interest and dividends whether paid to you or credited to 
your account, must be included in your U. S. income tax return. 
Accuracy in reporting such amounts, even if small, will benefit 
both the recipient and the Government, and will avoid expen- 
sive enforcement action that might otherwise be necessary. 


Commissioner of Internal Revenue 


U.S. TREASURY DEPARTMENT—INTERNAL REVENUE SERVICE 


DOCUMENT NO. 5219 








N 1959, the Treasury instigated a nation- 

wide voluntary program to inform tax- 
payers of their obligation to report fully 
on their tax returns dividends received, 
which resulted in more than 75 million 
special notices being mailed to recipients 
of dividends and interest. Cooperation 
was given by tens of thousands of corpo- 
rations, banks and individuals active in 
the dividend and interest field. 

National associations, including the 
Committee on Federal Taxation of Con- 
trollers Institute of America, notified their 
members urging full cooperation to help 
make this program a success. 

Examination of a small sampling of the 
first five months’ returns covering the 
year 1959 shows an increase in cash re- 


ceipts from taxes collected with returns 
filed by individual taxpayers during April 
and May of 1960. 

Fred C. Scribner, Jr., Under Secretary 
of the Treasury, making a second appeal 
for participation in 1960, emphasizes 
the importance of doing this year as much 
or more than was done in 1959. 

Insert notices, a copy of which is set up 
here on this page, are available as an aid 
in this program and can be requisitioned 
from the district director of Internal Rev- 
enue or may be reproduced, whichever is 
more convenient. For maximum assistance, 
material should be distributed during the 
final quarter of 1960 and through early 
April 1961, when individuals will be pre- 
paring their tax returns. 
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limited extent in time of war. Yet the 
peoples of many other countries know 
these twin thieves of freedom intimately, 
and they are quick to warn us that these 
are perils to be soberly considered as we 
chart the course of our Nation in the 
years ahead. 

No one should assume that this could 
not happen here. 

Let me put this point another way: If 
you chose to drive home as fast as your 
car would take you, your chances of get- 
ting there intact would be reduced very 
substantially over your chances of getting 
there at reasonable speed, taking into 
account the hazards of the road. At forced 
draft you might make it all right; and in 
getting there earlier you might enjoy a 
slight advantage over your neighbor. But 
in doing so you take unto yourself the 
potential of disaster along the way. 

In the case of the individual, his failure 
to make it home would be a tragedy; in 
the case of the economy of the United 
States it would be sheer catastrophe. Tak- 
ing such risks with the economy of the 
United States is nothing short of playing 
Russian roulette with the future of our 
country. 

The sooner we recognize the potential 
side-effects of forced economic growth— 
inflation and regimentation—the sooner 
will the American electorate insist on a 
sound course of economic growth for our 
country. To do otherwise is to gamble the 
whole future of the Nation for some 
questionable benefits in the short run. 
Conservative growth may have some dis- 
advantages, but this, I submit, is the cost 
of freedom. 


CONCLUSION 

There has been much loose talk about 
the federal budget which exposes these 
facts of life—that it has thwarted the 
achievement of national goals and in- 
hibited the growth of our Nation. The 
all-too-common vision of the fiscal con- 
servative is commonly contrasted with that 
of the so-called liberal who is conceived 
to be the embodiment of bold, forward 
thinking. 

Do not be misled. The financial strength 
of our Nation is indispensable to our 
confidence in ourselves, and to our. posi- 
tion as a leader amongst nations of the 
world. We could do the Russians—who 
have vowed to bury us economically—no 
greater favor than to sap the initiative of 
individuals and dissipate our national 
strength through faulty economic practices 
leading to inflation and government con- 
trols. It is the conservatives who are at- 
tempting to preserve the fiscal integrity 
of the Federal Government, and if that 
point of view lacks glamour, it at least 
has the comfort of being on the side of 
the right. Consider this carefully as you 
appraise the proposals of the so-called 
liberals: there is no tolerable alternative 
to conservatism in federal finance. 
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A tax service tailored to your requirements! 


Use BNA’s TAX MANAGEMENT Portfolios 
for 45 days—without obligation 


BNA’s bi-weekly TAX MANAGE- 
MENT Portfolios provide a corporate 
tax administration service custom-tai- 
lored to your needs—thanks to a 
unique subscription plan that permits 
you to choose the Portfolios that 
cover corporate tax topics of conse- 
quence to you. 

Portfolios contain comprehensive, 
topic-by-topic analyses of corporate 
income tax problems, inculding Tax- 
Pattern Outline, Detailed Analysis, 
Bibliography and References, and a 
complete set of Working Papers. 

The Working Papers—perhaps the 
most valuable feature of the service— 
include graphic descriptions of prob- 
lems; computation worksheets; proto- 
type forms; specimen notices to 
shareholders, employees, customers, 
and suppliers; prototype submission 
documents to Internal Revenue Serv- 
ice (including sample requests for 
rulings); filled-in special tax return 
forms; accounting implementation 
documents (with explanations and 
comments); and similar materials. 


pn Use this form to request TAX MANAGEMENT for 45 days*= ===" 
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BNA Please send me TAX MANAGEMENT on an intro- 
ductory get-acquainted basis for 45 days, without obli- 
gation. I have indicated below the seven Portfolios I 
wish to receive immediately, under your Custom Service 


(Select any seven Portfolios from those listed below) 


Every Portfolio is kept up to date 
by means of change sheets or 
cover-to-cover revisions, whenever 
necessary. Portfolios are compact, 
convenient, easy to use—fit any stand- 
ard file drawer. 

As part of the service, you also re- 
ceive the bi-weekly TAX MANAGE- 
MENT Memorandum, which offers 
the consensus recommendations on 
current corporate tax problems of an 
Advisory Board of active tax prac- 
titioners, attorneys, and accountants, 

Select any seven of the TAX MAN- 
AGEMENT Portfolios listed below. 
Use them for 45 days, without obli- 
gation. If they do not give you the 
corporate tax help you require, return 
all materials—collect. Otherwise we'll 
bill you at the end of the 45-day ap- 
proval period, at the Custom Service 
rates indicated below. (After your 
subscription is entered, you may re- 
quest as many additional Portfolios 
as you desire at $14.50 per Portfolio 
per subscription year.) 


The Bureau of National Affairs, Inc. 
1231 24th Street, N.W., Washington 7, D. C. 
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Plan. I understand that I may return all materials, col- 
lect, within 45 days. Otherwise you may bill me after 
45 days at the rates indicated alongside. 


(Numbers in parentheses are the serial numbers of the Portfolios.) 


Tax Effects of Intercor- 
porate Transactions (22) 
Transfers to Controlled 
Corporations (54) 
Travel and Entertainment 
Expenses (26) 

Western Hemisphere 
Trade Corporation (30) 


Subscription Rates 
Under the Custom Service 
Plan, subscription rates start 
at $144 per year for seven 
Portfolios (plus 26 issues of 
the bi-weekly TAX MAN- 
AGEMENT Memorandum) 
and increase by $14.50 for 
each Portfolio subscribed for 
beyond seven. Thus, if you 
subscribe for eight Portfolios, 
the subscription rate is $158.50 
per year; or nine Portfolios, 
$173 per year; for ten Port- 
folios, $187.50 per year; and 
so on. All Portfolios are kept 
up to date by means of change 
sheets or complete, cover-to- 
cover revisions during the sub- 
scription year. Additional or 
duplicate Portfolios may be 
added to your subscription at 
any time during the subscrip- 
tion year, at the rates indi- 
cated above. You may also 
exchange up to seven Port- 
folios for up to seven other 
Portfolios on different tax sub- 
jects, without charge, during 
the subscription year. 

C 12-60 


_ 





591 











ANY TAXPAYERS will find themselves 
M affected by important 1960 federal 
income tax changes as they do their year- 
end figuring preparatory to tax return 
time. Among the high spots explained in 
the new 1961 edition of Commerce Clear- 
ing House’s U. S. Master Tax Guide, 
which reflects hundreds of new rulings 
and decisions, are the following: 


Beginning with 1960 tax returns, a tax- 
payer can deduct all medical expenses for 
a dependent parent who is age 65 or over 
before the taxable year is ended. 

Double deductions of state taxes re- 
sulting from changes in accrual dates are 
forbidden after 1960. 


A declaration of estimated tax for 1961 
is not required where the taxpayer's es- 
timated tax liability is less than $40. 

Real estate investment trusts are now 
accorded new tax advantages in that only 
the investors may be taxed on the income. 

For all casualty losses, business and 
nonbusiness, the deductible loss is, as a 
general rule, the lesser of (a) the dif- 
ference in value of the property before 
and after the casualty, or (b) the adjusted 
basis. 

The full amount of a tax deficiency 
must be paid before the taxpayer can sue 
for an income tax refund in a U. S. dis- 
trict court. 





How to EXPAND 
Clerical Controls 
Without EXPENDING 








for 
Extra Facilities 





STATISTICAL 


TABULATING CORPORATION 


Established 1933 


TABULATING - COMPUTING - CALCULATING 
TEMPORARY OFFICE PERSONNEL 


TYPING - 


ST. LOUIS - 


CHICAGO - 
KANSAS CITY 


NEW YORK - 
* SAN FRANCISCO 





NEWARK - 
* SAN JOSE - 


Today, there’s no reason for any com- 
pany to pass up the speed, savings and 
accurate business controls made possible 
by clerical automation. 

STATISTICAL’s low-cost data- 
processing service makes the advantages 
of automatic techniques available to 
any company—large or small. 

If you do not have tabulating equip- 
ment, STATISTICAL provides the 
methods, manpower and machines to 
process the reports you need on a pay- 
as-used basis. This gives you all the 
benefits of electronic data-processing 
without the expense of installing more 
equipment and hiring extra help. 

For companies with tab departments, 
STATISTICAL can help save time and 
money on overloads and special assign- 
ments, and supply computer service 
to tie in with conventional equipment 
for still greater economies. This computer 
service is also available for initial 
programming, for overloads or for 
continuing work that does not warrant 
your own installation. 





Ask for brochures covering 
these specific services: 

Computer Service 

Sales Analysis 

Inventories 

Accounts Receivable and Payable 

General Accounting 

Production Planning 

Payroll 

Insurance Accounting 

Association Statistics 

Market Research Tabulations 











Write or phone for full details 


General Offices: 

53 West Jackson Blvd. 
Chicago 4, Illinois 
Phone: HArrison 7-4500 


+ LOS ANGELES - VAN NUYS 
MILWAUKEE + PHILADELPHIA 


CLEVELAND 
PALO ALTO - 


New United States Tax Rules Will Affect Many Taxpayers 


—$_______! 


Whether strike benefits are gifts or 
taxable income is a question of fact. 

Depreciation must be computed over 
the period of useful life of an asset to 
the taxpayer, rather than over its physical 
life. 

Under the declining balance method, 
an asset cannot be depreciated below 
“reasonable salvage value.” 

A margin buyer of stock is not entitled 
to a dividend received credit on a so- 
called “short dividend.” 


In addition to the above, employers 
are now subject to new expense reporting 
requirements for 1960. Schedule C, Form 
1040, Partnership Form 1065, and Cor- 
poration Form 1120 are all revised for 
1960 to provide space for information as 
to certain higher-paid individuals. 

Check lists in the 1961 edition of the 
CCH U. S. Master Tax Guide tabulate 
over 90 separate items which must be re- 
ported as income, including such diverse 
items as “buried treasure’ and “tuition” 
paid by the taxpayer's employer. 

Another check list shows almost 60 
items of income which are not taxable, 
for example, campaign contributions re- 
ceived by a candidate, whether he won or 
lost the election. 

The book lists hundreds of deductions 
in alphabetical order, separating them by 
type, including personal deductions, tax 
deductions, losses, business deductions, 
automobile and truck deductions, farm de- 
ductions and special deductions for per- 
sons in the armed forces. 

Newly developed this year are the sug- 
gested sales tax deduction guideposts 
which district directors were authorized to 
release to taxpayers. Thus far, such guides 
have been released by district directors in 
Illinois, Pennsylvania and Tennessee. 





HELP WANTED—MALE 


Manager, 
Methods & Data Processing 


Top man in Systems and Proce- 
dures-Electronic Data Processing 
wanted. Must have a sound formal 
education and 8 to 10 years pro- 
gressive varied experience in meth- 
ods, systems and data processing 
work. 


Excellent opportunity with a well- 
established company. Position lo- 
cated in Central New York State. 


REPLY TO BOX #D2481 


THE CONTROLLER 
Two Park Ave. New York 16, N. Y. 
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THE CHASE MANHATTAN BANK PRESENTS 


A NEW SYMBOL OF GREATER USEFULNESS 


Essentially our new symbol is a single 
unit made up of separate and distinct 
parts. 

This strong, vigorous symbol, with 
its four sections bordering a square 
center, is indicative of our Bank’s 
character and diversity. 

We are many people and many de- 
partments, all working toward a single 
purpose—greater usefulness to busi- 
ness, industry and individuals. 


In commercial or personal banking, 
trust or international services, we have 
experienced personnel and specialized 
departments to serve our friends at 
home or abroad. 

By our new and distinctive symbol 
we at Chase Manhattan hope to be 
recognized and identified as time goes 
on. But we are well aware that only by 
our works will we be known. 


THE 


CHASE o 


MANHATTAN 
BANK 


CHARTERED IN 1799 
Head Office: New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 
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i Greater profits through 
improved internal 
efficiency .. . 


OFFICE 
MANAGEMENT 
HANDBOOK 


Edited by HARRY L. WYLIE 





Widely used Handbook supplies quick ac- 
cess to all important advances in office or- 
ganization, administration, operation, and 
equipment—gives practical answers to 
questions of policy and procedure. Developed 
uncer tne au.pices of the Nat'onal Office Man- 
agement Association, Handbook stresses stand- 
ard performance factors, standard materials, and 
standard costs which can be applied to every 
type of organization. Includes concrete ex- 
amples from the experierice of hundreds of 
successful companies. From the publishers of 
the ACCOUNTANTS’ HANDBOOK, ACCOUNT- 
ANTS’ COST HANDBOOK, and other defini- 
tive Handbooks for business and _ industry. 
Board of 32 Editors. 2nd Ed., 1958. 853 pp., 248 ills. 


$12.00 
Bj Complete guide to the work of 
the accounting executive 


CONTROLLERSHIP 


J. BROOKS HECKERT, CPA: and 
JAMES D. WILLSON, CPA 


Incorporating examples from many indus- 
tries and practical techniques adaptable to 
companies of every size, book shows how 
to direct, coordinate, and control account- 
ing and financial operations. Points up control- 
ler’s role in helping to determine and execute 
n.anagement policies. Reviews control of major 
items on the halance sheet: discusses con- 
troller’s responsibility for each. “Excellent ref- 
erence qualities. . . .”’—Controller. ‘“‘Definitely a 
‘buy.’ "—Management Review. 1952. 645 pp., 173 
ills, $8.50 


Bl Unsurpassed authority . . . 
Montgomery’s 
FEDERAL TAXES 


Edited by PHILIP BARDES, CPA; JAMES J. 
MAHON, JR., CPA; JOHN McCULLOUGH, 
CPA; and MARK E. RICHARDSON, CPA 


Partners, Lybrand, Ross Bros. & Montgomery 


Definitive volume by leading accounting 
and tax authorities clarifies and interprets 
the full impact of federal taxes on business 
and individual taxpayers. Crystallizes the 
practical meaning of the law; gives specific ad- 
vice on questions of policy, operation, and plan- 
ning. Citations provide quick reference to cases, 
Treasury rulings and _ regulations, and _ the 
Revenue Code. Tax planning opportunities show 
how to earn exemptions, eftect long- and short- 
term savings. Tax problems growing out of a 
particular business transaction are treated in 
one place, even when diverse sections of the 
law are involved. 52 Contributing Tax Specialists. 
3ith Ed., 1958. 1409 pp. $2 


abe THIS COUPON TO ORDER 


I 

\ Please send books checked below: ' 

( Office Management Handbook, 
I RE LS OWUAIBE occ vncencicssaccice'e $12.00 I 
1 © Controllership, Heckert-Willson....$8.50 I 
1 (© Montgomery’s Federal Taxes, I 
\ Sith Ed., Bardes et al......ccessees $25.00 i 
; (0 Check enclosed [] Send COD ' 
' 0 Bill firm (0 Charge my account ' 
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CRISIS WE FACE: AUTOMATION AND THE COLD WAR* 


By George Steele and Paul Kircher 


George Steele is a private consultant on 
computers. Paul Kircher is associate profesor, 
School of Business Administration, University 
of California, Los Angeles. He is also co- 
author of Electronic Computers and Manage- 
ment Control, and is on the editorial board of 
Journal of Accountancy. 


Do we have a really effective counter- 
attack if the Russians attack us? Will 
we be able to compete with them in an 
economic battle? The authors of this 
new book question our present methods 
of management and design of automa- 
tion, in missiles, in the factory, and in 
the office. They offer a host of startling 
facts to support their belief that if we 
keep on our present course, we face a 
crisis. 

The book challenges the quality of 
our defense, and of our economic posi- 
tion, rather than calling for more quan- 
tity. It cites the failure of our missiles 
to work reliably; the hypercomplexity 
of our technical designs; the Russian 
economic offensive and the need for more 
effective automation and electronic com- 
puters; and other items currently in the 
headlines. 

Considered, too, is the probable effect 
of radioactivity from a hydrogen bomb 
burst on electronic systems in bombers, 
missiles, and CONELRAD. Most of 
these will not work, the authors be- 
lieve. Problems of management and 
government, such as complex organiza- 
tional structures, and the multiplicity of 
committees in the Department of De- 
fense also are discussed. Much of the 
fault is due to the managers, not the 
engineers. 

To combat these problems, the au- 
thors suggest programs that will help 
executives perform more effectively. 
They call for standardized system com- 
ponents, simpler computers and auto- 
mation, and improved research. Also 
stressed is the need for better educa- 
tional programs in management and en- 
gineering. Long-range solutions are 


suggested in the areas of automatic de- 
fense, and war strategy staffing. 
Also provided is a specific method 





for judging the quality of our defense. 
This is an example of a situation which 
is complicated by a combination of 
technical and organizational problems. 
The book gives an understanding of 
new basic technical design concepts, a 
new approach to the organization of 
large groups, and insights into other 
problems concerned with the survival 
of our country. 


* Published by McGraw-Hill Industrial and 
Business Book Information Service, 327 West 
41st Street, New York 36, N. Y. $4.95. 


BUSINESS RESPONSIBILITY IN 
ACTION* 


Ed. by Dan H. Fenn, Jr. 


Is the businessman of today basically 
unsure of the respectability of his chosen 
profession? 

Has he created an ogre of his forebears 
to make himself appear as a god? 


In the Preface, the editor sets the per- 
spective by noting, “. . . he is no god 
and his father was no devil. . . . His 
sense of responsibility is more a reflection 
of the changed circumstances than some 
remarkable transmutation in the species. 
. . . He does not have all the answers 
any more than his father did, though he 
is certainly asking better questions.” 

The questions discussed by business 
leaders in this book take up four major 
areas of business responsibility: Your 
company’s private life—how independ- 
ent can you afford to be?; your company 
and your community—the lesson of Pitts- 
burgh; your company and _politics— 
should businessmen ring doorbells?; and 
your company and its stake in world af- 
fairs. 

This report of the 29th Annual Na- 
tional Business Conference at Harvard 
University, follows the panel format of 
the Conference which recreated actual 
cases as the basis of discussion. 


* Published by McGraw-Hill Book Co., 330 
West 42nd St., New York 36, N. Y. $4.75. 
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ORGANIZING FOR 
PRODUCT DEVELOPMENT* 


While a sound organization structure 
will not guarantee a problem-free product 
development program, “‘it will help carry 
research and engineering management 
over many rough spots that would almost 
certainly spell disaster in a weaker organ- 
ization.” 

The papers in this report describe the 
continuing process involved in organizing 
for product development in three parts: 
Establishing on, are objec- 
tives, basic objectives for advanced tech- 
nical development, product objectives, 
objectives for creative engineering, key- 
ing product research to sales; Laying the 
Groundwork—developing fundamental 
knowledge for new products, planning 
for investment requirements, the role and 
responsibilities of the research manager; 
and Organizing and Integrating—for 
product programming, research, engineer- 
ing, commercial development, and _inte- 
grating the over-all program. 


* Published by the American Management 
Association, 1515 Broadway, New York 36, 
N. Y. $3.00. 





CREDIT AND COLLECTION LETTERS: 


New Techniques to 
Make Them Work!* 


By Richard H. Morris 


The writer, whom the Saturday Eve- 
ning Post has called “the nation’s leading 
authority on business letters,’ here dis- 
tills the letter-writing techniques that he 
worked out when he acted as consultant 
to such firms as du Pont, Westinghouse, 
Lord & Taylor, and Hutzler Brothers, 


among many others. He deals with a | 





near-exhaustive set of typical credit- | 
delinquency situations which might face | 


either manufacturer or retailer. 

His more general pointers apply to 
the attitudes and style of writing ap- 
propriate to any effective credit and 
collection letters, but this section of his 
material receives relatively brief cover- 
age. The most space and emphasis is 
devoted to examples, capable of being 
used as patterns, of actual letters that 
he has composed for specific types of 
business firm and particular categories 
of slow-paying customer. 


* Published by Channel Press, Inc., Great 
Neck, N. Y. $5.95. 





Books, Forms and Studies 


BY FREDERICK M. EISNER, C.P.A. 
Used in teaching his courses on DISTRIBUTION 
Cost ACCOUNTING and CoNTROLS FOR CosT RE- 
DUCTION Purposes at the Baruch School of 
Business Administration, City College, N. Y. 
POR GE ov ccscaccctdacsewhesnecesearesés 15. 
Charles M. Eisner, 70 Linda Ave., White Plains, N. Y. 

















THREE 
WAYS 


to improve 
your useful- 
ness to your 
company 
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WHOLE-DOLLAR 
ACCOUNTING. .. .$7.50 


The whole-dollar concept seen in the 
working systems of 14 companies 
selected for variety as to size and type 
of industry, complete with specific de- 
tails and clear-cut procedures. Plus 
five informative articles in the ap- 
pendices, a bibliography, extracts of 
government regulations pertaining to 
whole-dollar accounting, and an ana- 
lytical summary. 


CENTRALIZATION vs. DE- 
CENTRALIZATION in Or- 
ganizing the Controller's 
Department...... . $6.00 


How far decentralization should be 
carried in the controller’s department; 
factors influencing the effectiveness of 
the department in providing high- 
quality informational service, per- 
forming the service effectively, and 
facilitating executive development, es- 
pecially in controllership. 


PROVIDING FACTS AND 
FIGURES FOR COLLEC- 
TIVE BARGAINING: The 
Controller’s Role . . . $5.00 


How to collect and use financial data 
in labor negotiations; data on direct 
and indirect costs, etc.; counter incor- 
rect Opinions on company finances; 
plus 104 factors on which specific 
data may be needed. 








USE THIS COUPON TO ORDER 








C) Whole-Dollar Accounting 
Decentralization 


OO 


Collective Bargaining 


() Check enclosed. {J Bill me. [{ Bill my firm. 


Orders from outside continental U. S. and 
Canada must be accompanied by remittance. 








CONTROLLERS INSTITUTE 
RESEARCH FOUNDATION 
TWO PARK AVE., N. Y. 16, N. Y. 
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Controllership Problems Discussed at Luncheon Meetings 


For ten years now, once a week from 
September to May, a body of Controllers 
Institute of America members have been 
meeting informally in New York City as 
the “Midtown Luncheon Group.” Their 
original idea was to fill the need that 
many members felt for opportunities to 
discuss particularly pressing or timely 
problems with one another in a relaxed 
atmosphere. That the group now aver- 
ages 15 men in weekly attendance would 
seem to prove their idea a good one, well 
worth noting and perhaps copying. 


They have worked out a few rules of 
procedure, but these are extremely simple 
and are designed to encourage rather than 
restrict the free play of discussion and 
comment. At each meeting the ‘“‘chair- 
man’”’ for that month asks if anyone there 
has a problem of especial urgency to 
bring up. If not, the chairman goes ‘round 
the table and gives each member an op- 
portunity to introduce a topic for dis- 
cussion or offer comments on any recent 
business development of general interest. 
Later on, usually during dessert, any will- 



















CUT 
CLERICAL 
COSTS 
WITH 
OFFICE MANNING 
CONTROLS 


OMC® is a new technique of clerical work measurement. 
Using the latest standardized data developed from studies of 
every type of office work, OMC® can help you: 









« Determine specific cost reduction areas 

* Evaluate EDP practicability and compare different systems 
¢ Establish realistic standards of improvement 

*« Pre-assess management report costs 


Send today for a free booklet explaining how OMC® can help turn your office into a 
profit center instead of a cost center. Write L. O. Sweval, Director of Special Services. 


355 Lexington Avenue 





PROFIT COUNSELORS, 


New York 17, New York 


INC. 


120 S. LaSalle Street 
Chicago, Illinois 


NOTE: See Letters to Editor for more information about clerical work measurement 
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ing member may be given an opportunity 
to deliver a prepared, ten-minute talk on 
the history and operation of his particular 
firm. But—and this is a “ground rule”— 
there are no formal, lengthy speeches and 
no sales pitches. 

Almost as simple as the procedure at 
each individual luncheon is the system by 
which each year’s group is organized and 
kept going. At the beginning of the year, 
by means of a notice sent to all members 
of the New York City Control, a volun- 
teer “co-ordinator” for that year compiles 
a list of those who have indicated a wish 
to attend the luncheons. From the list he 
selects 18 men to serve as chairmen and 
co-chairmen, one of each for every month 
from September through May. An attend- 
ing member ‘“‘finalizes” his intention of 
being present at a particular meeting by 
telephoning in his reservation on the 
morning of the meeting. 

Although the luncheon group welcomes 
CIA members from out-of-town Con- 
trols, its participants are not allowed, be- 
cause of the confidential nature of the 
discussions, to bring guests from outside 
Controllers Institute. For the same reason 
—that is, the wish for privacy—the group 
must meet in a private room, and this 
necessity sets a minimum requirement of 
ten members in attendance at each lunch- 
eon session. 

So far, the group has never had much 
difficulty in getting together the minimal 
ten. 


Shell Oil and Ogilvy Drop 
Advertising Agency Commission 
in Favor of Fee Basis 


A new chapter in agency-client rela- 
tionships was written recently with the 
disclosure that Shell Oil Co. and its new 
advertising agency, Ogilvy, Benson & 
Mather, Inc., had dropped the traditional 
15 per cent commission system of agency 
payment in favor of an outright fee. 

Shell, whose advertising budget last 
year has been estimated at more than $11 
million, will give the agency total adver- 
tising responsibility and pay 25 per cent 
profit added to costs which will include 
direct salaries, indirect salaries and over- 
head expense for a period of one year. If 
costs exceed the agency’s estimate, Shell 
will not be asked to pay the difference; if 
agency costs are less, no difference will be 
returned to Shell. The fee set for the 
second year of the arrangement will be 
predicated on the experience of the first 
year’s operation. 

The profit factor of 25 per cent com- 
pares with an average of about 21 per 
cent for other agencies but Shell’s adver- 
tising department has been cut back to a 
point where it will cost several hundred 
thousand dollars less annually than pre- 
viously. Meanwhile a department of oil 
marketing experts will be built up whose 
job it will be to help the agency. 
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LVow!A low-cost way to 


automate Inventory control- 





Keysort Data Processing 


Fast, accurate inventory control is at your fingertips 
with low-cost Keysort Data Processing. 

Keysort Data Processing is being used by hundreds of 
businesses for up-to-the-minute reports on inventory, 
order and sales analysis, job and labor costing, manage- 
ment control and other vital data. 


Fits any size business 
Keysort has many advantages. No restrictive proced- 
ures, minimum training, remarkable economy, simplic- 
ity of installation and operation. In fact, Keysort is the 
only automated data processing system flexible enough 
to fit your business as it stands and as it grows. And ata 
cost well within your company’s budget. 


Cuts down clerical work 
With Keysort you use easy-to-handle punched cards— 


mechanically created for rapid sorting and classifica- 
tion. Figures are automatically tabulated, results sum- 
marized direct to reports, giving you the meaningful 
on-time information you need for complete control of 
your business and profits. 


Ask us for case histories 

Your nearby Royal McBee Data Processing Systems 
Representative has had a wealth of experience in solv- 
ing management control problems. Working with you, 
with your systems and procedure experts, he can offer 
helpful advice about a low-cost Keysort system tailored 
to your individual requirements. Call him, or write us 
at Port Chester, N. Y.—indicating the applications in 
which you are interested—and we will be happy to sup- 
ply you with actual case histories from our files. 


. ROYAL MCBEE corporation 


NEW CONCEPTS IN PRACTICAL OFFICE AUTOMATION 











Post-Election Figures 

Apparently one lag in the country is 
that automation has not gone deep into 
the balloting field. The Governmental 
Affairs Institute of Washington, D. C., 
estimated that only 55 per cent of the 
votes recently cast were recorded on vot- 
ing machines. 


While the sleepy-eyed Easterners waited 
for Los Angeles’ fodder for the big 
“brains,” that city was counting paper 
ballots. This was by necessity rather than 
choice for voting machines currently on 
the market cannot effectively cope with 
the multitude of elective offices and items 
of the typical Los Angeles ballot. 


Los Angeles County, seeking to cut 
down the two weeks’ time needed to 
count its paper-ballot vote, is experiment- 
ing with an electronic device which tabu- 
lates paper ballots and translates the data 
to punched cards at the rate of 10 ballots 
a second. 

Such a machine could count the LA 
ballots in an election like the November 
8 one in 17 hours but cost estimates range 
to $500,000. 
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New York State has-some 16,000 ma- 
chines; Connecticut, Delaware, Louisiana, 
Maryland and Rhode Island are 100 per 
cent machine users; 23 states have voting 
machines in less than half their election 
districts; and in six states there are no 
machines—Alaska, Arkansas, Idaho, Ne- 
braska, Oregon, and Wyoming. 


General price of a voting machine is in 
the neighborhood of $1,500-$1,900. 


Machine voting is not all for govern- 
mental offices because labor unions in this 
country often rent machines to provide 
the secret ballot privilege in their own 
elections. 


Management Methods 
Move to Missiles 


In an endeavor to assure orderly pro- 
duction methods and to keep costs at a 
“reasonable” level, a team of procure- 
ment, production and audit specialists 
under the Air Force inspector general will 
study management practices in plants of 
major Air Force contractors supplying 
long-range missiles. 























“Give me an idea of what we'll argue 
about after dinner tonight. I’d like to put 
my research department on it’ 
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This investigation into production pro- 
cedures and cost control methods will be 
in addition to normal monitoring that has 
been in effect. The project was sparked by 
the ever-rising price tags noted in recent 
years On major weapons and a desire on 
the part of the Air Force to get its weap- 
ons at the lowest possible cost. 

The principal objective of the survey, 
according to Air Force officials, is “to 
determine whether present management 
methods will continue to keep pace with 
the rapidly advancing technology of mod- 
ern weaponty. 


The “Take” in Taxes 


The $18 billion collected by the states 
in the 1960 fiscal year ended June 30 
came mostly from these special kinds of 
bites on citizens—sales taxes, state income 
taxes and gasoline taxes. These three 
types of taxes accounted for about 61 per 
cent of the amount collected, according to 
the Commerce Clearing House. Sales taxes 
led with $4.3 billion; followed by state 
income taxes, $3.4 billion; and last, gaso- 
line taxes, $3.3 billion. 

The source varied in states such as Ore- 
gon, which received 56 per cent of its 
revenue from income taxes; New York 
had 52 per cent from the same source; but 
the state of Washington derived 57 per 
cent of its collection from the 4 per cent 
sales tax; while Nebraska received 41 per 
cent of tax revenues from the gasoline tax. 


Inventory/Sales Ratio 


In the first half of 1960, total business 
inventories increased each month. In each 
of the following three months there was 
a decline of only $100 million out of a 
total of $93 billion, practically no change. 
The essential point is that inventories are 
still some $4 billion higher than a year 
earlier, while sales are up only $1 billion 
a month. Since total inventories equal 
about one and one-half months’ sales, an 
increase of $1 billion in sales would jus- 
tify a gain of only $1.5 billion in inven- 
tories. 


Special Ticker Tape Circuit 
On Trial in Los Angeles Area 


The New York Stock Exchange is con- 
ducting a three-month experiment with 
member firms in the Los Angeles area to 
test the practicability of furnishing bid 
and asked quotations to member firms 
over a special ticker circuit. This would 
be an alternative to the present system of 
telephone quotations relayed through New 
York area offices or correspondents. 

In the experiment, quotations for 300 
of the most active stocks emanate from 
the Exchange on a special ticker circuit 
that hooks in at ember firm offices in 
the Los Angeles vicinity, with separate 
ticker printing instruments or with elec- 
tronic devices which, when attached to 
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Exchange ticker circuits, can be used to | 


extract from the ticker tape sales as well 
as bid-asked quotes in particular stocks. 

The stock ticker gives occasional quotes 
on particular issues, as time permits, but 
is primarily devoted to reporting sizes and 

rices of round-lot transactions occurring 
on the Exchange’s trading floor. 

Bid-asked quotations on all listed stocks 
can now be obtained over private tele- 

hone wires to the Exchange by subscrib- 

ing member firms in the New York area 
and in Philadelphia, Atlantic City and 
Wilmington, by dialing code numbers. 
Offices in other cities receive this informa- 
tion by relay over the wire networks of 
member firms. 

The quotations are provided by tele- 
phone operators or, for 300 of the most 
active stocks, by automatic recorder-an- 
nouncers—an automation procedure ex- 
panded by the Exchange last year. 


A “Little Corner of the World” 


Low taxes, secretive and able bankers, 
availability of skilled personnel, low in- 
terest rates, a strong currency, an orderly 
economic and political system, and a cen- 
tral location in Europe—such factors have 
enticed American companies to set up 
European headquarters in Switzerland. 

A spokesman for the Swiss Govern- 
ment said recently: ‘We estimate the 
number of United States company branches 
in Switzerland at 370. At least 100 came 
here during the past 12 months.” 


Expense Account “Advances” 


Money given in advance to an executive 
for business use cannot be deducted by a 
firm until the tax year in which the money 
is spent. The IRS cites this example in 
spelling out new rules requiring corpora- 
tions to list expense-account deductions 
for their 25 highest-paid officers: On 
December 29, a firm gives its president a 
$1,000 advance for use during a business 
trip in January 1961. The company cannot 
deduct the $1,000 from this year’s in- 
come, but must show it on the 1961 tax 
return. 


Style Changes Forecast 
in the Gray Flannel Suit 


The man who runs industrial advertis- 
ing and sales promotion programs in the 
next few years needs to know a lot of 
things he is not concerned with today, ac- 
cording to Richard C. Christian, presi- 
dent of Marsteller, Rickard, Gebhardt & 
Reed, Inc., advertising agency. He will 
have to know a great deal about cost ac- 
counting and depreciation, the effects of 
overhead and taxation on profits and 
something about individual product profit- 
ability and how profits are produced and 
calculated—in other words, emphasis on 
total marketing concepts will make the 
industrial advertising man a better busi- 
nessman in the 1960s. 
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Meet 
the 
Billing 
Department 





This is a Friden Model CTS Computyper.® The girl who runs it can turn out an 
amazing number of invoices and still have one of the easiest jobs in the office. 
Together, she and the machine comprise a complete billing department. 


Utilizing edge-punched cards which contain constant data, the CTS writes the 
heading and line items at a speed of 100 words per minute. It stops automatically 
to let the operator fill in order number and item quantity. Extensions, discounts, 
tax computations, and totals are figured and typed on the invoice automatically. 
Grand totals are stored in the machine and may be printed at any time. 


As the invoices are prepared, the CTS automatically punches selected informa- 
tion into a by-product paper tape for subsequent data processing such as direct 
conversion to tab cards. Or, the CTS itself may directly control punching of tab 
cards as another automatic by-product. 


We call this PRACTIMATION: automation so hand-in-hand with practicality 
there can be no other word for it. For complete information, call your Friden 
Systems Man or write: Friden, Inc., San Leandro, California. Citic 


rriden 


SALES, SERVICE AND INSTRUCTION THROUGHOUT THE U.S. AND THE WORLD 
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Your Postmaster suggests: 
Avoid the last-minute holi- 
day rush this Christmas— 


MAIL EARLY 


For distant out-of-town points, 
mail by December 10, 1960. 


For delivery in your local area, 
mail before December 16, 1960. 


—— 








Mc 





The scope of A= 
LLOYD-THOMAS “= 
APPRAISAL SERVICE 
*Property, cost and 
general accounting 
Appraisals for property ledger 


records . . . depreciation and ob- 
solescence studies . . . fixed asset 
accounts . . . intangible property 


valuations, good-will, trademarks, 
patents . . . continuous and up-to- 
date property records. 

In addition, Lloyd-Thomas ap- 
praisals meet all valuation needs 
for insurance, corporation finance, 
property records. 

For complete information, write 


Dept. CON. 


THE LLOYD ‘THOMAS co. 


Recognized Appraisal Authorities 
4411 Ravenswood Ave., Chicago 40, IIl. 


Representatives Coast to Coast 
First for Factual Appraisals Since 1910 


qe 











TOP MEN ... 


William G. Gisel is now president of 
Bell Aerosystems Company, Buffalo, N. Y. 


PROMOTIONS .. . 


Harold S. King is vice president-finance 
of the Nitrogen Products Division of 
W. R. Grace & Co., Memphis, Tenn. Mr. 
King is currently serving as a director of 
Controllers Institute and is a past presi- 





MR. REDMAN 


dent of the Memphis Control. . . . J. W. 
Van Gorkom recently became executive 
vice president of Union Tank Car Com- 
pany, Chicago, Ill....E. W. Bliss 
Company, Canton, Ohio, has elected 
George T. Pfifer to the office of vice presi- 
dent-assistant to the president. 

Harold R. DeJager was elected vice presi- 
dent and treasurer of Oxford University 
Press, Fair Lawn, N. J. Mr. DeJager is a 
past president of the New York City 
Control of Controllers Institute. 

Mason Smith has been elected financial 
vice president of Whirlpool Corporation, 
St. Joseph, Mich. . . . Announcement 
was made recently of the election of Frank 
E. Beane as financial vice president and 
director of McCall Corporation, New 
York. . . . T. G. Redman was elected 
vice president of Swift & Company, Chi- 
cago, Ill. He is one of the three repre- 
sentatives of Controllers Institute on the 
Advisory Council on Federal Reports. He 
was recently re-elected to a third term as 
chairman of the Council. 

J. T. Dresher is now vice president-fi- 
nance of Fairchild Engine & Airplane 
Corp., Hagerstown, Md. . . . R. H. Mul- 
ford became executive vice president of 
Owens-Illinois Glass Company, Toledo, 
Ohio. . . . Lawrence Katz is now secre- 





MR. THOMPSON 


tary-controller of Weber & Heilbroner, 
New York. . . . Harry S. Cooper was 
recently named vice president-finance of 
Hill and Knowlton, Inc., New York. 
Robert Jacobs was named controller of 
the Ansco and Ozalid Divisions of Gen- 
eral Aniline & Film Corp., New York. 
. . . Allen Jaffy has been appointed con- 
troller of the group executive staff of the 
newly created General Dyestuff, Antara 
Chemicals and Collway Pigments Division 





MR. COOPER 


of General Aniline & Film Corporation, 
New York. ... The appointment of 
Douglas McArthur as controller for the 
M & T Company, Philadelphia, Pa., was 
announced recently. 


ADDITIONAL DUTIES .. . 


E. L. Dumas, vice president-finance of 
Twin Coach Company, Buffalo, N. Y., 
became vice president and treasurer of 
York Body and Equipment Company, a 
subsidiary. . . . W. S. Thompson, vice 
president-finance and secretary of Hayes 
Steel Products Limited, Merritton, On- 
tario, Canada, was appointed president 
and general manager of B-W-H Service 
Parts Limited, a subsidiary. 


NEW DIRECTORS... 


Thomas F. Willers, vice president and 
controller, Hooker Chemical Corporation, 
Niagara Falls, N. Y., of his company. . . - 
C. Eugene Rowe, secretary and treasuret 
of Dan River Mills, Inc., Danville, Va., 
of Iselin-Jefferson Co. Inc., a subsidiary. 
_..W. P. Gullander, executive vice 
president of General Dynamics Corpora- 
tion, New York, of Hooker Chemical 
Corporation, Niagara Falls, N. Y.. .- - 
W. J. Wiley, vice president-finance SKF 

(Continued on page 602) 
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Tape on an Inventory! 


Convincing way to substantiate facts with clearly printed proof 


Only a Remington Rand “99” can print a tape like this! It reads from top to 
bottom as easily as the final inventory sheet based on it... date, department, 
catalogue numbers, total! A tape anyone can understand—today or next year 
—no matter how complicated the problem. Why? Because the “99's” exclusive 
Control Key eliminates confusing figures . . . actually makes operation simpler. 
For complete information call your nearest Remington Rand Office or write Room 
120TC, Remington Rand, 315 Park Avenue South, New York 10, N. Y. 


Flemington. Frarud. 


DIVISION OF SPERRY RAND CORPORATION 








Expert Space 
a Planning Means 


Ss Efficient and 
2 +$Economical 
Office Operation 


PLANNERS & DESIGNERS 


Phone or Write 





Le 53 Park Pl., New York 7, N. Y., WOrth 2-6080 —! 





How do you handle 


TRAVEL 
REIMBURSEMENT? 


Since 1894 The Traveletter ® System 
has provided leading companies with a 
unique plan for reimbursing travelers—with 
inherent controls found in no other system 
. . . for instance 


TRAVELETTER PROVIDES 
* Controls to protect your company against 
unwarranted withdrawal of funds 


* Nation-wide acceptance by hotels and 
motor hotels 


*A national stop-payment feature 


*A specific weekly limit the traveler can- 
not exceed 


*A letter of authorization which must be 
presented when withdrawals are made 


Descriptive Brochure Free 
TRAVELETTER CORPORATION 
Greenwich 2, Conn. 
Traveletter—Reg. U. S. Pat. Off. 











FOR 

© Tax 

¢ Accounting 

¢ Insurance 

¢ Property Ledger Tie-in 

¢ Remaining Life Estimate 

¢ Capital and Expense 
Distribution Analyses 

¢ Verification of Additions, 
Retirements and Transfers 

¢ Cost Allocations 

¢ Depreciation Studies 

¢ Economic Surveys 

¢ Replacement Reserves 

¢ Proof of Loss 


Send for free brochure 
“THE PURPOSES OF APPRAISALS” 
— Dept. 439 


STANDARD 
APPRAISAL 
COMPANY 


ESTABLISHED 1906 
DIVISION OF 


MARSHALL and STEVENS 


INCORPORATED 


6 CHURCH ST., NEW YORK, N.Y. 
CORTLANDT 7-4493 





Industries, Philadelphia, Pa., director of 
Stephen F. Whitman & Son Inc., Phila- 
delphia. . . . Allan W. Walter, financial 
vice president of Joy Manufacturing Com- 
pany, Pittsburgh, Pa., elected to his com- 
pany’s board. 


NEW CONNECTIONS .. . 


J. J. Kerly was named controller of 
Chance Vought Aircraft Inc., Dallas, 
Texas. . . . Frederick E. Koehner is now 
controller of Kayser-Roth Hosiery Co., 
New York. . . . James A. Marohn te- 
cently became financial vice president of 
Acme Steel Company, Chicago, Ill... . 
Watson J. Simons, Jr. is controller of 
Schick, Incorporated, Lancaster, Pa. 


COMPANY CHANGES... 


Holly W. Sphar was elected vice presi- 
dent in charge of planning and commer- 
cial development of Consolidation Coal 
Company Inc., Pittsburgh, Pa. James F. 
Bisset succeeds him as _ treasurer. 
Henry M. Boettinger, formerly vice presi- 
dent and comptroller of Michigan Bell 
Telephone Company was appointed as- 
sistant vice president of the Planning and 


| Development Department of the Ameri- 


can Telephone and Telegraph Company, 


| New York. 


| EXTRACURRICULAR ACTIVITIES . . . 


Earl L. Bimson, comptroller, Valley Na- 
tional Bank, Phoenix, Ariz., was elected 
president of the American Banking Asso- 
ciation. . . . The following persons have 
been appointed to the Planning Council 
of the AMA’s Finance Division: Philip G. 
Brumder, president, Blackhawk Manufac- 
turing Co., Milwaukee, Wis.; L. C. Guest, 
Jr., vice president and controller, General 
Telephone & Electronics Corp., New 
York; Robert L. Herrmann, executive vice 


| president and treasurer, the Williamson 





| Co., Cincinnati, Ohio; George P. Hitch- 


ings, vice president-economic research, 
American Airlines, Inc., New York; Ar- 
thur W. Lucas, vice president- finance, the 
Chemstrand Corp., New York; Joseph 
Morse, financial vice president, Sun Chem- 











ical Corp., New York; Joseph Pois, vice 
president and treasurer, Signode Stee] 
Strapping Co., Chicago, Ill.; and B, R, 
Young, vice president-finance and comp. 
troller, New York Telephone Co., N. Y, 
Raymond K. Knefel, controller of 
Broderick and Bascom Rope Company, 
St. Louis, Mo., has been named chairman 
of the United Fund audit committee by 
the St. Louis Control of Controllers In. 
stitute. The committee will select volun. 
teer auditors to audit campaign returns 
who will donate 450 man-days. Serving 
with Mr. Knefel are Arthur C. Schuchardt, 
retired, and Eugene D. Godfrey, con. 
troller of Ralston Purina Company, $¢. 
Louis, Mo. . . . Don Burkholder, assist- 
ant comptroller of Swift & Company, 
Chicago, IIl., was elected president of the 
Central DuPage Hospital Association. 


HONORS TO... 

George J. Kelley, vice president, Swank, 
Inc., Attleboro, Mass., was presented an 
honorary degree of Doctor of Science in 
Business Administration at Piedmont Col- 
lege, Demorest, Ga. 


WRITERS .. . 


Frank V. Olds, assistant controller of 
Chrysler Corporation, Detroit, Mich., was 
author of an article entitled ‘Decade for 
Depreciation Decisions” in the November- 
December issue of Harvard Business Re- 
view. 


SPEAKERS ... 


J. G. Nagro, comptroller, the N. W. 
Kellogg Company, New York, presented 
a technical paper during the 15th Engi- 
neering Conference of the Technical As- 
sociation of the Pulp and Paper Industry 
(TAPPI) held in Jacksonville, Florida. 
Mr. Nagro spoke on ‘‘Realistic Budget 
Control for Large-Scaled Contracts.” . . . 
Robert W. Holmes, group controller, 
Raytheon Company, Watertown, Mass., 
was guest speaker recently at an AMA 
seminar held at the Hotel Astor, New 
York, on “Revitalizing Cost Accounting 
Systems for More Effective Reporting to 
Management.” 





CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, Two Park Avenue, New York 16, N. Y., before the 
first of the month to affect the following month’s issue. For 
instance, if you desire the address changed for your February 
issue, we should be notified of your new address before 
January 1. Be sure to include your postal zone as well as 


your old and new address. 
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News of Other Organizations 


INCFO 

Charles M. Hupp, secretary-treasurer of 
the New York Herald Tribune, was elected 
president of the Institute of Newspaper 
Controllers and Finance Officers. Mr. 
Hupp succeeds Arthur A. Brown, con- 
troller and assistant treasurer of the New- 
port Press and Times-Herald, who was 
made a director. Evert B. Person was 
named first vice president and S. F. Chap- 
man second vice president. 


NMAA 

Lyman W. Montgomery, Interstate Oil 

Pipe Line Company, Shreveport, La., was 

elected president of the National Machine 
Accountants Association. 


NSBB 
Melvin C. Aichholz, Terrace Park, 
Ohio, administrative secretary, National 
Society for Business Budgeting, has been 
empowered to open a_ national head- 
quarters office for the Society in down- 
town Cincinnati, Ohio. 


Stimulating Action Through Management Control 


(Continued from page 574) 


would mean that they are not given any 
credit for the number of reports, the size 
of reports, or the completeness of reports, 
as is typically the case. In fact, these 
would be looked at as charges against 
them, expense items. The only way in 
which they would get any credit at all 
would be by the action resulting from 
their reports. In other words, they should 
be tied very closely to the corrective ac- 
tion taken by the line people on whom 
they are keeping controls. This should 
apply to corrective action toward all ob- 
jectives not just to cost objectives. This is 
an entirely new approach to responsibility 
for accounting people. At first they might 
be inclined to shrug it off as not being 
their responsibility (“action is the re- 
sponsibility of the line’), but they are 
shrugging off one of the greatest oppor- 
tunities for contribution that can ever be 
obtained from an accounting system. This 
approach merely recognizes a basic respon- 
sibility of the record function—to stimu- 
late sound management action. 

The controller should have the author- 
ity to demand action in regard to a devia- 
tion, but he should not dictate what the 
action should be. Does this give too little 
authority to the controller? On the con- 
trary, since it is to the advantage of the 
line man to correct the problem in order 
to meet his objectives, he tends to be re- 
ceptive to this information. In our ex- 
perience he most frequently begins to 
“demand” his information from the con- 
troller even in cases where he was for- 
merly suspicious of any records. 

Since the very focus of a management 
control system is at the point of deviation, 


it tends to develop managers who take 
action, and it does this at all levels. It 
gets them to assume personal responsi- 
bility for deviations in their particular 
areas. It therefore broadens the individual 
insight of each management man. In do- 
ing this it makes decentralization a living 
reality—something that is operating in 
practice and is not simply a philosophical 
conception in the mind of some far- 
removed executive. 

The true management control concept 
is a challenge to the whole accounting 
profession. It presents a tremendous op- 
portunity for accounting to develop to be 
a much greater contributing function in 
the operation. It creates a reporting phi- 
losophy for the future by which firms may 
use data processing with an undreamed-of 
contribution. As such it presents the pos- 
sibility of a major productivity break- 
through. 

This is an exciting opportunity for ac- 
counting to grow to meet this challenge, 
a challenge that will increase with the 
complexity of our industry. Control can 
be a powerful influence to reverse the in- 
sistent trend toward the organization man 
by acting as a major stimulus to the crea- 
tive assumption of responsibility by every 
management individual in the operation. 
In doing this it will be a vital force for 
maintaining the strength and vigor of a 
free enterprise system in practice. 

If a firm will go beyond typical ac- 
counting approaches and get over to a 
management control plan as we have 
described it, it will tend to force a sound 
accountability for results all the way down 
the line. 


CIA 29th Annual Conference (Continued from page 586) 


developing mathematical models of major 
operations in our business, we visualized 
that they could be run on a computer 
under varying business assumptions and 
operating alternatives—to simulate the ef- 
fects of our assumptions, to help choose 
preferred operating alternatives, and thus 
improve our over-all performance. 

“Our approach has paid off. Measur- 
able advantages amounting to hundreds 
of thousands of dollars have resulted from 
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each of a number of business simulations °| 


that we have conducted. These advantages 
have come by enabling management to 
carry out improvements in the conduct of 
operations and from the attendant operat- 
ing cost and raw material savings. 

“Our operating simulations have ranged 
into many areas of our business. Mathe- 
matical models have been developed for 
major oil fields, refineries, and distribu- 
tion systems. Both existing and proposed 
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ACCOUNTANT-CONTROLLER 


16 years’ experience, 12 years as assistant 
controller, office manager and cost account- 
ant, 4 years CPA experience in analyses and 
statistical surveys. Study and install appro- 
priate accounting systems. Multiplant con- 
solidated statements, taxes, interim financial 
reports. B.S. in accounting, married, age 35. 
Salary $10,000 to $12,000. Box 2405. 


VICE PRESIDENT-TREASURER 


Of a medium-sized food-processing company, 
grossing $10 million annually, responsible 
for sales, operations, export, procurement, 
mance, and accounting seeks a new position 
with a challenge. CPA. Well acquainted in 
Central America and Caribbean areas. Box 
2479. 
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costs, direct costing, variable budgets, general 
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operations, including new facilities that 
are contemplated, have been studied, both 
from the viewpoint of the flow of ma- 
terials and the resulting cash flows and 
profitability. 

“Most of our simulation work has been 
geared to single operating areas of our 
total operation. These areas, while large 
in themselves, are small in terms of the 
totality. We can expect to find simulation 
broadening its scope until it covers vir- 
tually all determinable or controllable 
phases of our business.” 


INTERCONTINENTAL MISSILES 


At the first of three luncheon sessions, 
Lee A. DuBridge, president, California In- 
stitute of Technology, minimized the im- 
portance of the “missile gap” which now 
exists between the United States and the 
Soviet Union. ‘So far as intercontinental 
missiles are concerned,” he explained, 
“there is no technological gap of signifi- 
cance, because our Atlas and Titan missiles 
are quite adequate to carry our best 
thermonuclear warheads to any possible 
enemy target. A missile of twice the 
thrust would not do that job any better. 
We don’t have to carry larger loads any 
farther to achieve any foreseeable mis- 
sion. The fact that the Russians are using 
a larger rocket to achieve their purpose is 
of no military consequence to us what- 
soever. 

“There is no evidence at present that a 
space vehicle is superior to an ICBM for 
placing atomic or nuclear bombs more ac- 
curately and surely on distant targets. 
There are a number of ways of observing 
space satellites and destroying them. Also, 
they tend to stay in the same orbit forever, 
and one must wait patiently for the earth 
to turn underneath them for a given tar- 
get to come into position. Finally, the 
ejection of a bomb from a space satellite 
with the proper speed and direction and 
timing to hit a given target accurately is 
an enormously difficult task for which no 
present technology is anywhere near ac- 
curate or satisfactory.” 


ARCH ENEMY NUMBER ONE 


J. S. Seidman, immediate past president 
of the American Institute of Accountants, 
addressed the Tuesday luncheon. Criticiz- 
ing present federal income tax rates as 
Arch Enemy Number One, he stressed 
the need for lower rates and elimination 
of special provisions which afford some 
taxpayers relief but which are not avail- 
able to others. “If the higher personal tax 
rates could be cut to something approach- 
ing 25 per cent,” he declared, “the need 
for a 25 per cent capital gains tax would 
disappear. A lower tax bite would reduce 
the occasion for special handling of some 
situations. These two remedies, employed 
together, will up the revenues and im- 
prove taxpayer attitudes toward the tax 
law. 


“Averaging income over a period of 
years would cure many ills. It could elimi. 
nate the need for a capital gains tax. The 
basic idea behind capital gains is that no 
one should be taxed in one year for profits 
that have been developing over a loage 
period. With averaging, the complicated 
loss carry-over would go, too, for it is 
nothing but an involved system of averag. 
ing losses. A single system of averaging 
both profits and losses would streamline 
the tax law and relieve taxpayer dis. 
content.” 


THE FREE ENTERPRISE SYSTEM 


Stating that the continued expansion, 
health and prosperity of the American 
free enterprise system is the best guaran- 
tee against World War III, Dr. Nicholas 
Nyaradi, former Minister of Finance, 
Hungary, and now with the Institute of 
International Studies, warned at the closing 
luncheon session that American business 
should help to educate the American 
people about the free enterprise system. 

“No man can think freely, speak freely 
or have religious or political freedom if 
he is an economic or financial slave,” Dr. 
Nyaradi declared. ‘‘All the freedoms are 
rooted in and built upon the economic 
freedom of our country. Business must 
tell this story to our people in order to 
make Americans understand more clearly 
what they owe to the American system of 
free enterprise. Unless they do appreciate 
it clearly, there is real danger that they 
will be influenced by political propaganda 
and vote to change or even destroy the 
system which is the basis of their free- 
dom.” 

Following the usual Annual Conference 
pattern, the program also included 18 in- 
dustry round tables. 

Frank S. Capon, president of the Insti- 
tute, who is vice president of Du Pont of 
Canada Limited, presided at the Annual 
Banquet, which was held in the Shera- 
ton-Palace Hotel. Roger A. Yoder, CIA 
board chairman and vice president-finance, 
Detroit Steel Corporation, conducted a 
luncheon session, as did L. C. Guest, Jr., 
president of Controllers Institute Re- 
seatch Foundation and vice president and 
controller, General Telephone & Elec- 
tronics Corporation, and Stanley B. Mur- 
ray, general chairman of the Conference 
Committee, who is vice president and 
controller, M. J. B. Co. 

The chairmen of sessions included: 
Duncan I. McFadden, director of finance, 
Stanford University, who headed the pro- 
gram committee; Thomas W. Parham, 
first vice president, San Francisco Control, 
who is senior account manager, Booz, Al- 
len & Hamilton; Leonard F. Beckers, the 
Industry Round Tables chairman, who is 
coordinator, Capital Funds Management 
Program, Ampex Corporation, and R. 
Burt Gookin, vice president of CIRF, 
who is vice president-finance, H. J. Heinz 
Company. 
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Accountant's interpretative job: how far should 
it go? Griffin, Feb. 72 
Accounting: (also see EDP) 
AAA continues fellowships to future ac- 
countancy teachers, Sept. 427 
Accountant’s interpretive job: 
should it go? Griffin, Feb. 72 
AICPA elects Pilie president, Nov. 562 
Evolution of accounting in a global airline, 
Woodbridge, June 267 
Keeping up with explosive growth, July 332 
Price depreciation and paper profits, Teso- 
riere, Oct. 478 
What a utility has learned with EDP, Drei- 
man, Aug. 362 
What does management want of accounting ? 
Nicklis, Oct. 468 
Advertising agency commission dropped in fa- 
vor of fee basis, Dec. 596 
Advertising budget, taming the, May 236 
Airline, evolution of accounting in a global, 
Woodbridge, June 267 
Automation, relieving the impact of, Mar. 124 


how far 


Banks and banking: 
Flurry of activity in dormant accounts, Sept. 
409 
Before expanding or diversifying—basic con- 
siderations, Smoot, Sept. 420 
Book Reviews: 
Accountant’s cost handbook, Dickey, ed., 
Apr. 180 
Accounting and tax aspects of patents and 
research, McFadden and Tuska, Aug. 383 
Accounting for stock options, Sweeney, Oct. 
495 
Analyzing and improving marketing per- 
formance, American Management Associa- 
tion, Jan. 30 
Appraisal of capital (the), 
Edge, Feb. 79 
Automatic data-processing systems: princi- 
ples and procedures, Gregory and Van 
Horn, June 289 
Average workweek as an economic indicator 
(the), Bry, Jan. 30 
Business responsibility in action, Fenn, ed., 
Dec. 594 
Credit and collection letters; new techniques 
to make them work, Morris, Dec. 595 
Credit manual of commercial laws, 1960, 
National Association of Credit Men, Feb. 
78 
Crisis we face: automation and the cold 
war (the), Steele and Kircher, Dec. 594 
Cybernetics and management, Beer (Fa- 
bian), Sept. 442 
Data processing, Johnson, ed., Jan. 30 
Depreciation and taxes, Tax Institute, Feb. 
79 
Developing a product strategy, American 
Management Association, Feb. 78 
Economic almanac for 1960 (the), Gaston, 
ed., Apr. 180 
Education of American businessmen (the), 
Pierson and others (Malone), Mar. 138 


expenditure 


SUBJECT AND TITLE INDEX 


The following index of articles and other materials which have been presented in the columns of THE CONTROLLER in the twelve issues published 
during 1960 is presented with the thought that it will facilitate reference and make the material quickly available for study. 








NOTE: Titles of major articles are followed 
by names of authors. 








Executive decisions and operations research, 
Miller and Starr (Newman), Nov. 548 
Federal Reserve system (the), Prochnow, 
ed., Apr. 180 

Federal tax aspects of association activities, 
Webster (Ritter), Feb. 78 

Financial incentives for management, Smyth 
(Boehm), Oct. 494 

Financial management, Johnson (Van Pelt), 
Jan. 28 

Higher education for business, Gordon and 
Howell (Malone), Mar. 138 

Labor turnover: calculation and cost, Gau- 
det, Sept. 444 

Maintaining the product portfolio: the com- 
mercial development concept, American 
Management Association, Sept. 444 

Management accounting problems in foreign 
operations, National Association of Ac- 
countants, Sept. 444 

Ordinary and necessary expenses, 
and Weiner, Feb. 79 

Organizing for product development, Amer- 
ican Management Association, Dec. 595 

Overtime compensation for exempt em- 
ployes, Gottlieb, Aug. 383 

Planning and justifying captial expenditures, 
Lesser, Jr., ed., July 343 

Politics is your business, Baumer .and Herz- 
berg (Carmichael), Aug. 382 

Preparation of the annual report: a docu- 
ment of modern business, Feb. 79 

Prices, costs and output for the post-war 
decade, 1947-1957, Schultze, Apr. 180 

Principles of audit surveillance, Cardwell, 
June 289 

Principles of engineering economy, Grant 
and Ireson, May 239 

Red executive (the), Granick (Stein), May 
238 

Standard costs for manufacturing, Henrici, 
July 343 

Study of company-sponsored foundations, 
Andrews, Sept. 444 

Tax-saving compensation plans, Commerce 
Clearing House, Oct. 495 

Thief in the white collar (the), Jaspan and 
Black (Phelan), June 288 

United States in the world arena (the), 
Rostow (Landman), July 342 


Carson 


Brown, Ralph E., elected president of NACM, 


Aug. 396 


Budgeting: 


For research, July 312 
For the space age, Potter, Nov. 529 
Taming the advertising budget, May 236 


Budgets: 


Expected cost—the common denominator, 
Murley, July 307 

Federal budget, issues at the heart of the 
1961, Beckett, Feb. 68 





How an electronics manufacturer sharpened 
cost responsibilities, Dudick, Feb. 53 
Business encourages participation in politics, 
Feb. 76 

Business letter, cost of average up, May 208 

Business travel with wife found deductible by 
court, Oct. 493 

Business Week reports on CIA San Francisco 
conference, Dec. 585 


Capital expenditures: 

Manager looks at profitability measurements 
(the), Thulin, Feb. 62; further points 
(letter), Nov. 512 

Profitability measurements, Dilley (letter), 
Aug. 356 

Proposed plant—a _ profit-maker or 
(the), Beyer and Trawicki, Nov. 522 

Time-value method improves investment 
yield calculation, Carpenter, Oct. 461 

Capon, Frank §S., elected president of Con- 

trollers Institute, July 330 

Clerical work measurement keyed to modern 
equipment, Sweval, July 321 
Communication: 

Employe benefits are not well communi- 
cated, June 280 

Explaining (business) 
munity, Sept. 427 

Financial communication: what, why, how 
and who, Rothwell, Sept. 408 

Making sure the message is on target, area 
conference, Montreal, Aug. 366 

Compensation: 

Cut income tax with stock instead of cash 
payments, Aug. 387 

Forces shaping executive pay in the ‘60's, 
Patton, Apr. 168 

Internal Revenue Service clarifies position on 
deferred compensation, Apr. 169 

Congress gets taxation data in latest step by 

CIA committee, Oct. 492 

Control: 

Controller's management role, Brink, Sept. 
403 

How an electronics manufacturer sharpened 
cost responsibilities, Dudick, Feb. 53 

Integrating profit control and financial plan- 
ning, Daniels, Mar. 106 

Management planning and control, Miller, 
Nov. 538 

Measurement—plus planning: remarks on a 
control system, part I (Villers), part II 
(Peirce), part IIT (Browne), Oct. 484 

Necessary standards of internal control, 
Mautz and Schlosser, Sept. 418 

Stimulating action through management 
control, Schleh, Dec. 571 

Controllers Institute: 

Area vice presidents, July 331 

Board of directors, June 285 

Budget and finance program of Institute dis- 
cussed, Apr. 184 

Capon, Frank S., elected president of CIA, 
July 330; meets incoming area vice presi- 
dents with Roger A. Yoder, Oct. 497 


not? 


issues in the com- 





THE CONTROLLER 


“a ee a oe a ee a ee a a) ay ae ee ee a ee ee ek a ew a ee ee ee 


DECEMBER 1960 








X%UM 


605 





Committee chairmen and vice chairmen, 
1960-61, Oct. 504 

Conference, 29th annual international 
cerpts from speeches), Dec. 584 

Congress gets taxation data in latest step by 
CIA committee, Oct. 492 

Controllers business show to open October 
23, San Francisco, Sept. 434 

Eastern area conference, highlights of, June 
276 

Hughes, J. McCall, made Institute director 
at large, July 331 

Industry round tables scheduled for CIA 
conference in San Francisco, Sept. 439 

Institute host to combined meeting of pro- 
fessional associations, Mar. 132 

Management planning and control commit- 
tee discusses long-range plans for commit- 
tee projects, Mar. 132 

Midwestern area conference, highlights of, 


(ex- 


Aug. 376 

North central area conference, high spots of, 
July 336 

North central area operations committee 


meets in Indianapolis, Oct. 497 

Northeastern area conference, highlights of, 
Aug. 366 

Planning committee discusses proposals sub- 
mitted by the board of directors, Mar. 132 

Presidents of controls, section I, July 341; 
section II, Aug. 394; section III, Sept. 
450 

San Francisco conference; 
reports on, Dec. 585 

State and local taxation committee reviews 
status of recommendations and plans fu- 
ture, Feb. 84 

Yoder, Roger A., is new chairman of the 
board of directors, CIA, July 330; meets 
incoming area vice presidents with Frank S. 
Capon, Oct. 497 


W eek 


Business 


Controllers Institute Research Foundation: 


Corporate Records Retention, V. 3, May 209 

Marketing costs study under way, Nov. 518 

Officers and trustees, 1960-61, Sept. 434 

Trustees and Institute officers have dinner 
meeting to discuss research projects for 
the coming year, Oct. 496 

Controller's management role, Brink, Sept. 403 


Controllership: 


A controller, Aug. 361 

Coming demands upon controllership, Toan, 
Sept. 411 

Controllership’s broadening horizons seen in 
financial vice presidential growth, June 
262 

Finance and controllership functions, Oct. 
470 

Problems discussed at 
meetings, Dec. 596 

Today’s challenges to the controller, Browne, 
June 261 

What is a controller, June 266 


weekly luncheon 


Controls: 


Baltimore dinner meeting; meeting of east- 
ern area operations committee, Nov. 543 

Bridgeport has education night, May 241 

Chicago appoints Axelson as general chair- 
man of 1961 annual conference, Feb. 85 

Cincinnati directors meet to discuss local 
and national activities, Feb. 84; 25th an- 
niversary dinner, June 281 

Detroit holds meeting at Economic Club, 
May 241; holds ‘presidents’ night’’, Mar. 
131 

Florida holds 80th birthday celebration for 
Paul J. Urquhart, May 241 

Hartford member congratulated as Institute's 
5,000th member, Mar. 133 

Long Island holds fifth anniversary dinner 
meeting, Feb. 84 

Louisville members review plans for blue- 
grass conference, Apr. 184 


Montreal, northeastern area operations com- 
mittee reviews plans for conference in, 
Mar. 133 

New Orleans meeting Control and Institute 
officials, Nov. 544 

New York City member given CIA certificate 
#8000, Mar. 134; panel reviews plans for 
“return on investment,’ May 241 

Philadelphia has 25th anniversary celebra- 
tion, July 335 

Rochester holds executive night, Mar. 133; 
dinner meeting, northeastern area opera- 
tions committee meeting, Nov. 542 

Rocky Mountain entertains students, May 
251 

San Francisco holds 

, workshop, Mar. 134 

Syracuse presents accounting awards, Aug. 


industrial relations 


385 
Toronto celebrates 10th anniversary, June 
281 
Corporate giving, Feb. 85 
Costs: 


Cost of average business letter up, May 208 
Cost of wasted time (the), Oct. 473 
Expected cost—the common denominator, 
Murley, July 307 
How an electronics manufacturer sharpened 
cost responsibilities, Dudick, Feb. 53 
How work measurement cliches cut clerical 
costs, Miller, Mar. 101 
New department of defense cost principles 
for use in contract pricing, Wright, Jan. 
16 
Outlook for labor costs, Hazard, Jan. 14 
Sales-oriented overhead costing, Li, May 214 
Credit: 
Credit executives 
sales, Nov. 546 
Credit management in the electronic ac- 
counting era, Hunt, Aug. 374 
Current pension problems and inflation, Simms, 
Apr. 157 
Cut income tax with stock instead of cash pay- 
ments, Aug. 387 
Cybernetics, science and control, July 309; and 
management, Sept. 442 


contribute to company 


Depreciation: 
Allowances for not fully utilized, Littlefield, 
July 324 
Discretion and flexibility in Sweden's tax 
law, June 290 
Manager Jooks at profitability measurements 
(the), Thulin, Feb. 62; further points 
(letter), Nov. 512 
Price depreciation and paper profits, Teso- 
riere, Oct. 478 
Directors’ fees rise: compulsory 
gains supporters, Aug. 386 


retirement 


EDP: 

Computer buyers waiting for “‘solid states,” 
census shows, Oct. 508 

Credit management in the electronic account- 
ing era, Hunt, Aug. 374 

EDP from “‘shake-down”’ to “pay-off”, Curry, 
May 232 

Evolution of accounting in a global airline, 
Woodbridge, June 267 

Fast processing of daily orders, Howard, 
July 316 

Five-year shift to EDP: stages and problems, 
Denby, Mar. 114 

Good market for used computers, Mar. 118 

Installation techniques for electronic  sys- 
tems, Blank, Dec. 576 

Minimizing programming trouble, Mar. 116 

Organizational changes coming, July 340 

What a utility has learned with EDP, Drei- 
man, Aug. 362 

What's meant by “‘cormputerese’, Aug. 363 


Education: 
Babyhood to business, Nov. 563 
Colleges unite in funds drive, Nov. 563 


Company “‘education’’ really is training, 
Aug. 376 

Education of a president, Crawford (letter), 
Feb. 48 


Profit improvement, business education, and 
the economic outlook featured at CIA an. 
nual conference, Dec. 584 

Universities offer short-term study oppor. 
tunities, Sept. 430 

Embezzler, profile of an, Feb. 85 
Executives: 

Compensation good for top executives in 
1959, June 283 

Deferred compensation, IRS clarifies posj- 
tion on, Apr. 169 

Education of a president, Crawford (letter), 
Feb. 48 

Getting your money's worth out of executive 
performance appraisals, Tomb, Dec. 580 

Phantom stock plan upheld, June 286 

Quest for the right man (the), Dunn, Mar. 
122 

Expected cost—the 

Murley, July 307 

Expense accounts: 

Expense sheets mostly unpadded, Feb. 91 

New IRS tack on expense accounts: reac- 
tions sampled, Mar. 146 


common denominator, 


Facts of federal fiscal life (the), Beckett, Dec 
588 

Fast processing of daily orders, Howard, July 
316 

Financial communication: what, why, how and 
who, Rothwell, Sept. 408 

Fiscal fallacies threaten U. S. 
Sept. 426 


solvency, Stans, 


Five-year shift to EDP: the stages and prob. 
lems, Denby, Mar. 114 

Flurry of activity in dormant accounts, Sept. 
409 

Ford spurs employes’ political activity, Sept 
428 

Forecasting: 
Cash forecasting: the four methods com- 


pared, Mitchell, Apr. 162 ; 
Cash forecasting with coverage of all factors, 
Dziuban, Oct. 474 


Foreign: 
Facts and figments in foreign fields, June 
269 
International terms, U. S. Council issues 
glossary of, Nov. 526 
Policy changes recommended to alleviate 


balance of payments problem, May 252 


Getting your money’s worth out of executive 
performance appraisals, Dec. 580 
Government spending: 
Facts of federal fiscal life (the), Beckett, 


Dec. 588 
Fiscal fallacies threaten U. S. solvency, Stans, 
Sept. 426 


Uncle Sam vs. John Q. Public, Jan. 10 
Grimes, Edmund L., cover study in Business 
W eek, Apr. 160 


Hennessy, Daniel J., obituary, Feb. 89 

Hewitt, George A., elected president of NAA, 
Aug. 396 

Hodges, R. B., elected president of NOMA, 
Aug. 395 

How an electronics manufacturer sharpened 
cost responsibilities, Dudick, Feb. 53 

Hughes, J. McCall, made Institute director at 
large, July 331 

Hupp, Charles M., elected president of INCFO, 

Dec. 603 
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HOW IAS TRAINING MEETS INDIVIDUAL NEEDS 


Each IAS training program is “‘tailored to fit” 
the needs of the individual. This is accomplished through the IAS 
elective plan embracing 240 comprehensive study assignments, 
covering a wide range of accounting and management subjects. 


The IAS electives currently available 
(with the number of comprehensive 
study assignments indicated) are: 


Basic Auditing (10) 

Public Auditing (20) 
Internal Auditing (20) 

Basic Cost Accounting (10) 
Advanced Cost Accounting (20) 
Corporation Accounting (10) 
Corporation Finance (10) 
Business Statistics (10) 
Management Control (20) 
Economics (10) 

Office Management (20) 
Accounting Law (10) 
Federal Income Tax (10) 
CPA Coaching (20) 


IAS IS AN ACCREDITED SCHOOL, ACCREDITED BY THE ACCREDITING COMMISSION OF THE NATIONAL HOME STUDY COUNCIL 









e After general accounting principles have been 
mastered (40 assignments), each IAS Diploma 
Course student selects the 50 elective assignments 
which will be of greatest immediate benefit. 

Later, under the famed IAS Life Scholarship 
Privilege granted without charge to graduates of 
the 90-assignment IAS Diploma Course, the addi- 
tional 150 elective assignments are made available, 
one elective at a time. 

With such a broad curriculum at his command, 
the LAS student can progress directly to his short- 
term training or job objective, and can then broaden 
his knowledge of accounting and management 
' through study of additional ad- 
vanced electives, as the need arises 


in his business career. 


The school’s 24-page Catalogue A 
is available free upon request. 
Address your card or letter to the 
Secretary, IAS... 


INTERNATIONAL ACCOUNTANTS 


SOCIETY, INCORPORATED 
A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD * CHICAGO 6, ILLINOIS 
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AMERICAN PRESIDENT 


James D. Short, Supervisor of Tabulating, American President Lines 


“We did away with 300,000 


THE SETTING: American President Lines oper- 
ates 30 cargoliners and 5 passenger liners. To 
make up voyage revenue and budget reports, the 
company collects and sifts mountains of data 
from scattered ports all over the world. 


Reservations from 18 offices, 30 principal 
agents and thousands of travel agencies funnel 
into San Francisco headquarters every 24 hours. 
Facts in foreign weights, measures and cur- 
rencies are converted to U. S. equivalents, sum- 
marized, and printed. The system also produces 
many other important reports. 


THE SYSTEM: Data received is put on punched 
cards. An electronic accounting machine proc- 
esses the cards, converting to U. S. standards, 
and prints the information on a daily summary 
sheet, an interim revenue report. This is revised 
daily as new figures come in and, in its final 
stage, is the final accounting. 


postings!” 


After a ship has sailed, more incoming data is 
carded and radioed to sea. After a 120-day 
cruise, a budget report is run off, summarizing 
the vessel’s performance—estimated vs. actual. 
A final budget report compiled in 10 days, as 
against 8 man-months, is the basis of manage- 
ment decisions on cargo matters, revenue vol- 
ume, receipts and expenses, equipment needs, etc. 
The system speed-up resulted largely from elimi- 
nating 300,000 tedious manual postings a year-- 
a crucial operating gain. The Moore forms in 
the system are the Line’s control in print. 


THE COUNSELORS: “We appreciate the system 
control and the help in forms design which the 
Moore man gave us,” says James D. Short, Super- 
visor of Tabulating. For more details on how 
Moore may be able to help with your problems— 
no matter what kind or size of business— write the 
nearest Moore office. No obligation, of course. 


MOORE BUSINESS FORMS, INC. 
Niagara Falls, N. Y. - Denton, Texas 
Emeryville, Calif. » Over 300 offices 
and factories throughout the U. S., 
Canada, Mexico, Cuba, Caribbean 
and Central America. 


Build control with 


MOORE BUSINESS FORMS 






































In every department of your business, 
xerographic copying can save office time 
and overhead by cutting costly paperwork, 
and speeding distribution of information. 
No matter what your copying problem, 
there is a xerographic copying machine 
designed to fit your needs... available at 
modest monthly rentals, 


For general office copying XeroX® 914 
Copier copies anything 
written, typed, printed, 
or drawn—onto ordinary 
paper, your letterhead, 
or card stock. There’s 
no waste and no wet 
chemicals. It’s the easiest of all office 
copiers to operate. Supplies cost about 1¢ 





per copy. 


pees 
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Every department of your business 
benefits from xerographic copying 


For high quality duplicating, XeroX mas- 
ter-making equipment is clean, dry, fast, 
and remarkably low in cost. Reproduces 
from all kinds of origi- 
nals, retaining all of the 
original’s crispness and 
impact, whether en- 
larged, reduced, or copied 
size to size. 





For volume copying from original docu- 
ments, engineering drawings or microfilm, 
the XeroX Copyflo® Printers turn out 
copies up to 24” wide—in seconds. Hun- 
dreds—or thousands—of different docu- 
ments daily. It’s the fastest known method 
of direct reproduction; there are no inter- 
mediates. Enlarges and reduces... prints 





on ordinary, inexpensive 
paper, card stock, or off- 
set master material. 
Discover the many 
ways xerographic copying 
equipment has been put 
to work, by owners of small businesses as 
well as the management of giant corpora- 
tions, to speed the flow of paperwork and 
reduce its cost. Write HaLtomw Xerox INc., 
60-132X Haloid Street, Rochester 3, N. Y. 
Offices in principal U.S. and Canadian 
cities. Overseas: Rank-Xerox Ltd., London. 


HALOID 
XEROX 
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the new Remington KARD-VEYER filing unit! 


The new Remington Rand Kard-Veyer Unit makes filing 
automatic... makes any girl in your filing department worth 
three times as much! A Kard-Veyer Unit delivers up toa 
half-million records to the operator at the touch of a button 
... enables her to file more than 1000 records per hour! The 
saving is substantial not only in time (money) but also in 
valuable floor space because a Kard-Veyer Unit concentrates 


the bulk of your files at a single convenient work station. 


And ease of Kard-Veyer operation raises employee morale, 


reduces fatigue and virtually eliminates costly errors. This 
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greater production and efficiency have made a remarkable 
improvement in customer service wherever Kard-Veyer Units 
are installed—leading banks, large loan companies and 
utilities ... many other businesses large and small. Let a 
trained Remington Rand Systems Specialist show you how to 
do a faster, more effective filing job with fewer people—write 


Room 2110, 122 East 42nd Street, New York 17, N. Y. 
Kard -Veyer is also available on a long or short term lease plan. 


Memington. Fland Systems 


DIVISION OF SPERRY RAND CORPORATION 
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NeEW-Another Achievement from Monroe 

Never before has so much calculator function been compacted into so small 
a unit. Or so low a price. This is LA-9, the newest, the ultimate in Monroe's 
famous L line calculators. This one’s honored antecedents today are accom- 
plishing their time and money saving missions on more desks in American 
business than any other calculator. LA-9 covers less area than a letterhead 
Sheet, weighs less than 18 pounds. Yet this new compact automatically 
performs many of the jobs that much bigger and costlier machines do. 
Its peak performance is guaranteed and maintained by Monroe's nation- 
wide service organization. And at so moderate a price, it can quickly pay 


for itself through its efficlenCcieS. tor catcutarine-apoinG- ACCOUNTING - DATA | 


oe 
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Monroe Calculating Machine Company, Inc. Sales and service in principal cities everywhere. General offices, Orange, N. J. [H A DIVISION OF LITTON INDUSTRIES 








EXTERIOR of Renner’s Express Inc. 


“Our @alonal Accounting System 
saves us'/,800a year... 


1°? 


returns 54% annually on investment! 


“Our National System paid for itself 
in less than 2 years and that isn’t all 
this efficient system has done for us. 

“Now our National Accounting 
System is more flexible than our 
previous method. We use it for pre- 
paring everything from Payroll 
Checks to Accounts Payable. We get 
more information than ever before 
and faster. For example, we process 
our payroll at a saving of almost 
three days each quarter. 

“Our National System has also re- 
duced errors because the many au- 


tomatic machine features greatly 
reduce the number of manual opera- 
tions required by our previous sys- 
tem. Our final totals are more 
dependable and more accurate. 
“Our National System is an ex- 
tremely sound investment. Each 
year it saves us $7,800, an annual 
return on investment of 54%!” 


Ag Cfo 


Assistant Treasurer 
Renner’s Express Inc. 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES + 76 YEARS OF HELPING. BUSINESS SAVE MONEY 


#387 


L. J. PFLEGER, ASSIST- 
ANT TREASURER, of 
Renner’s Express Inc. 


THESE NATIONAL MACHINES manifest 
75% more bills with less effort. 


—Renner’s Express Inc. 
Indianapolis, Ind. 


Your business, too, can benefit from the 
many time- and money-saving features 
of a National System. Nationals pay 
for themselves quickly through savings, 
then continue to return you a regular 
yearly profit. National’s world-wide 
service organization will protect this 
profit. Ask us about the National Main- 
tenance Plan. (See the yellow ¢ 
pages in your phone book.) 


*TRADE MARK REG. U. S. PAT. OFF. 


ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 
ELECTRONIC DATA PROCESSING 
wer paper (No Carson Reauiren) 














